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Turkish Envoy to Russia Views Ties With Former 
USSR Republics 


934Q0016B Moscow KOMMERSANT-DAILY 
in Russian 16 Jan 93 p 12 


[Article by Sergey Nekhmistrenko: “Turkish Ambas- 
sauor Leaving Russia Soon”’} 


[Excerpt] [Passage omitted] 


At the end of last week Turkish newspapers began 
reporting that the Moscow stay of Mr. Volkan Vural, 
Turkey’s ambassador to Russia, is coming to an end. 
KOMMERSAN71 contacted the Turkish Embassy, and 
Mr. Vural invited us to come for an interview on 12 
January. The ambassador confirmed that he plans to 
leave Russia toward the end of March, and that he is 
apparently going to be appointed Turkish deputy min- 
ister of foreign affairs. Mr. Vural admitted that over the 
past four years he has fallen in love with Russia, and that 
the time passed so swiftly it seemed like only a moment. 
In the ambassador’s opinion, much has changed in that 
time, but Russians have stayed the same: friendly, cor- 
dial and hospitable. On the subject of Russia’s future, 
Mr. Vural commented that he is an optimist and believes 
that Russia will maintain its authority in the interna- 
tional arena and will succeed in assuming its proper 
place among the developed countries. Furthermore, he 
feels that fundamental changes in Russia's economy will 
take time, particularly when it comes to changing the 
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way people think. The ambassador expressed his wish 
that the people of Russia not lose their faith in their own 
strength and always realize that it is not force of arms but 
rather creative labor and culture that will make Russia a 
great power once again. 


Mr. Vural spoke in detail of Turkey’s current policy 
toward Russia and the other former republics of the 
USSR. He emphasized that Turkey adheres strictly to a 
policy of non-interference in the internal affairs of other 
states and does not seek to impose any particular path of 
development on them. However, the Turkish model, an 
integral combination of the principles of democracy and 
a free market with traditional Islamic values, could, in 
the ambassador's opinion, be voluntarily chosen by 
some Centra! Asian republics and Azerbaijan. 


According to Mr. Vural, Turkey is now devoting partic- 
ular attention to development of regional cooperation, 
and not just with states which are close tc it in terms of 
history, culture and language—i.e. Azerbaijan, Uzbeki- 
stan, Kazakhstan, Turkmenistan and Kyrgyzstan—but 
also with Armenia, to which humanitarian aid in the 
form of grain and electricity was recently given, and with 
Georgia, the only republic in the former USSR with 
which Turkey has a land border. Expressing regret over 
the Georgian-Abkhazian conflict, the ambassador under- 
scored that his country 1s prepared to serve as mediator 
to bring about a peaceful resolution to that conflict. 
[passage omitted] 
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Gorbachev on Coup Trial, Political Views 


934K0270A Moscow LITERATURNAYA GAZETA 
in Russian No 5, 3 Feb 93 p 10 


[Interview with former USSR President M.S. Gorbachev 
by Dmitriy Muratov and Yuriy Sorokin; place and date 
not given: ““Mikhail Gorbachev: If the Authorities Keep 
Their Promises to the People, They Should Not Be 
Afraid of New Elections’’} 


[Text] 


[LITERATURNAYA GAZETA] Mikhail Sergeyevich, 
the date for the GKChP [State Committee on the State of 
Emergency] trial has been announced. You are among 
the witnesses. Will you appear at this trial? 


[Gorbachev] Yes. That this trial is set is logical and legal. 
If this trial does not take place, it will be hard to hope 
that we will evolve into a law-based state. Without it, we 
will not get there. I welcome this trial. 


[LITERATURNAYA GAZETA] Are you not afraid that 
the accused will end up as heroes at the trial? 


[Gorbachev] It has been in the works for quite a while— 
to make them heroes. How they use the press and what 
they want to achieve is clear. They are taking advantage 
of the current difficulties, although these difficulties by 
themselves are mainly the result of the putsch, plus what 
was added at Belovezha Forest. Let the court sort it out. 
Sort it out as a criminal case; a political trial is inadmis- 
sible. 


{[LITERATURNAYA GAZETA] Do you have reasons to 
believe it may become such? 


[Gorbachev] Yes. I think that the link between the date 
of the referendum and the beginning of this trial is not 
coincidental. Both in the former and the latter a ‘‘pro- 
duction” for political purposes is possible. 


[LITERATURNAYA GAZETA] It was announced at 
the press conference that the court does not believe it 
necessary for B.N. Yeltsin to participate in the trial. How 
do you feel about this? 


[Gorbachev] This means that telephone law is already 
operating. This is a bad omen. Yeltsin must participate 
in the trial as one of the main witnesses. 


[LITERATURNAYA GAZETA] Surely you have your 
own idea as to what the verdict ought to be... 


[Gorbachev] This I will not tell you. In the final analysis, 
it is up to the court. There are main perpetrators in this, 
and there are also people who were drawn in... 


[LITERATURNAYA GAZETA] For instance, Yazov... 


[Gorbachev] Perhaps... You who said it, though, not me. 


[LITERATURNAYA GAZETA] Does it not bother you 
that the verdict will be handed down by military judges? 
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[Gorbachev] I did have my reservations. The important 
point, however, is that it will be a public trial; if 
something 1s done improperly, the whole world will 
immediately see it. 


{[LITERATURNAYA GAZETA] I know you are sympa- 
thetic towards Chernomyrdin. I myself was aggrieved by 
his appointment, but not for political or economic rea- 
sons. Rather, for linguistic ones. In one of his first 
television interviews on the plane on his way to Alma- 
Aia the new prime minister cited as one of his positive 
business qualities the skill of using loud, strong language 
with his subordinates. 


[Gorbachev] Did he say so himself? Well, he came from 
construction business—it conveys better through the 
wind this way. 


[LITERATURNAYA GAZETA] Today he is prime min- 
ister, not a construction site supervisor. His appoint- 
ment as replacement for Gaydar proves once again that 
the more books you have read, the more foreign lan- 
guages you speak, the more literate and polite you are in 
your speech, the less chance you have of staying in power 
in Russia. 


[Gorbachev] I think it will remain this way until we 
become a democratic society with developed democratic 
institutions, with a method of selecting cadres through 
parties and free elections, with everything that consti- 
tutes a political culture. Look at the way we used to 
appraise a person—according to whether he had “‘con- 
nections” or not. Whether he was smart was irrelevant. 
Such are real values today. Leadership in a democracy— 
we are talking about completely different people, a 
different perspective on politics and .ife in general, a 
different style—everything different. We have just began 
coming out of serfdom, and there is already again 
nostalgia for a strong hand. It is very important today to 
resist this temptation. And, in particular, to preserve free 
elections. 


If we take today the extreme forces in our political 
spectrum, we will see that they are not that far apart. 
Communist fundamentalists propose that we return to a 
rigid command system, which deprived the society of 
oxygen but provided them with all the trappings of 
power. At the opposite end, the talk is not so much about 
democratic processes as it is about how to use the 
transformation of society to grab property. Hence the 
merging of the two and the mafiosi connections— 
between those who have not yet grabbed enough and 
those who are still in the apparatus. Even if they are 
kicked out now, they have already provided for them- 
selves for the rest of their lives. Everybody is looking for 
the party money. Meanwhile the press in the West 
reports that the American firm hired by the government 
of Russia already has submitted three memorandums to 
the office of the procurator general on their findings with 
respect to illegal money the current nomenklatura has 
stashed abroad. About this—complete silence. That is 
why the democratic forces—both among the ceutrists 
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and among the conservatives, and simply those who 
have not yet taken leave of their common sense—need to 
unite, and fast; the time has come for this. I want to write 
an article to this effect. 


[LITERATURNAYA GAZETA] Do you believe that the 
authorities should agree to early elections? 


[Gorbachev] If they agree to early elections, they will 
demonstrate that they still retain some remnant of 
morals, ethics, and obligations toward the people. All of 
them—both the Supreme Soviet and the president— 
were elected in a completely different context: In addi- 
tion to the fact that at the time there still existed a center, 
and the USSR, today we have a completely different 
disposition of forces, a new outlook, and in general 
different perceptions of today and the future. This must 
be adequately reflected in the new organs of power. A 
quick change of power is a completely normal process in 
any country at a time of turbulent changes. That is when 
a basis will emerge for reaching consensus and for 
confident reforms. Right now we are paralyzed; the 
powers are tossing the ball to each other, while Russia is 
already flat on its face. 


{[LITERATURNAYA GAZETA] Do you not think that 
if at least one power here survives its natural term—that 
is, until 1994-1995, this by itself would serve as an 
element of stability in our shuffle. 


[Gorbachev] No. The situation is such that early elec- 
tions are needed. If the current authorities do not muster 
enough fortitude to do it, I would put precisely this 
question to a referendum: Are you for early elections of 
the Supreme Soviet and the president? Anc if the 
majority says “yes,” then leave it for the new organs to 
adopt the constitution. In this case, we will not need any 
Constituent Assembly; this is just one more structure 
that will add to the confusion, and people will not go to 
the polling booths. 


[LITERATURNAYA GAZETA] When, in your opinion, 
should the elections take place? 


[Gorbachev] We cannot delay and wait until the situa- 
tion becomes chaotic. On the other hand, this is a 
large-scale undertaking that requires considerable 
time—at a minimum enough for all the political forces to 
define themselves. I think in the summer—June or July. 
The optimum timing is the fall, but early. 


I want to say once again—in the place of current power 
structures I would consciously decide on early elections; 
they would only benefit. Why are they afraid of elec- 
tions? The press has said many times that according to 
opinion polls the president is irreplaceable; hence, he 
should boldly get into this fight and reaffirm his man- 
date. The Congress is confident that they are the ones 
expressing the will of the people; hence, they must trust 
the people’s choice and show that they have morals and 
conscience. 
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[LITERATURNAYA GAZETA] Mikhail Sergeyevich, 
perhaps, if your mandate as USSR president had been 
reaffirmed, too, by general elections, nobody would have 
been able to force you to resign. 


[Gorbachev] Nobody would have been able to force me 
to resign to this day anyway. Rest assured of that—they 
could not. This was my choice, based on my reluctance 
to participate in the disintegration of the country. Way 
back in Ogarevo, when I was accused of tailoring the 
Union treaty to suit myself, to my post, I offered to 
codify in a “secret protocol” my statement: Gorbachev 
will not run on condition that the Union state is pre- 
served. So I was not afraid of it. I also built general 
elections into the Constitution, too. As for the spring of 
1989, do you remember the situation then? It was 
already seething then: on one hand, decisions needed to 
be made on improvements to the economic reform and 
transition to the market; on the other, the centrifugal 
processes already had started, and strong presidential 
power was needed to balance them. Neither was there 
ime to start discuss ons on the subject. When the Union 
treaty wa’ Leing discussed, however, and it was proposed 
again that the president be elected by the parliament, | 
said: No, he will be a puppet, not a president. All of this 
is in the transcript—you can retrieve it and look. 


{[LITERATURNAYA GAZETA] Is it possible that in the 
event elections are called you will run? Your latest long 
interview in SPIEGEL indicates that you are returning to 
big politics. 


[Gorbachev] I am getting really tired of this question. I 
have always replied that I have no shortage of things to 
do; on the contrary, there is always not enough time to 
handle everything. To my other commitments there is 
now the added involvement in setting up an interna- 
tional Green Cross organization, whose presidency | 
assumed at the request of the parliaments of more than 
100 countries; this was a well-considered, business deci- 
sion for me—not a figurehead job. Meanwhile, as I keep 
answering this question this way, people may get the 
impression that Gorbachev has settled himself comfort- 
ably and whatever is happening in Russia and in the 
former USSR now that he is gone is none of his concern. 
But this is not true. How can I be indifferent—it is my 
life and my destiny. Since the beginning of the year I 
have been pointing out shortcomings in the govern- 
ment’s actions—you can reconstruct this from all my 
interviews, although they were published by only a few 
newspapers. The same as in December 1991: I criticized 
the idea of a Commonwealth, which, I could see, could 
not provide for the interests of the new states. Well, since 
they decided to go this way, at least then truly agree on 
being a Commonwealth—I wrote letters to them on this! 
This is on the subject of my indifference to what is 
happening in the country. If I saw that such is the 
challenge, such is the demand that I have to set every- 
thing aside and get involved in the affairs of Russia—I 
am not a man without conscience. At this point, how- 
ever, | want to say once again that I have no plans or 
intent to lay claim to a state post. 
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Capital Viewers Polled On Ostankino TV 


934F0031A Moscow NEZAVISIMAYA GAZETA 
in Russian 30 Jan 93 p 5 


[Unattributed article: “Ostankino—/ Channel for Con- 
tact Between Peoples Who Have Lived Together for a 
Long Time”) 
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[Text] At the end of 1992 and the beginning of January 
1993, the Ostankino TRK [Television and Radio Com- 
pany] Sociological Center and the national sociological 
services of Alma-Ata, Kazan, Kiev, Kishinev, Riga, 
Tashkent, and Tbilisi conducted a survey of television 
viewers in the mentioned cities. A total of 5,400 people 
representing the adult population of the seven capitals 
participated in the survey. 





Regular Audience of the Different TV Channels as a Percentage of Those Surveyed 





























| Alma-Ata | Kazan | Kiev =| Kishiney | Riga =| Tashkent =| — Thilisi 
The TV of their own republic 
—In the language of the 33.9 26.3 $7.0 49.0 §2.1 38.8 63.3 
native people 
—In the Russian language 65.1 24.2 $1.2 61.3 54.8 60.4 66.4 
Ostankino TV 74.5 91.0 89.4 89.3 91.5 92.7 88.3 
Russian TV 65.8 83.2 55.5 64.0 63.8 54.2 
St Petersburg TV 54.4 7.5 
TV from other foreign coun- 9.3 4.3 16.6 17.5 14.7 11.5 3.9 
tries 


























The opinions of the television viewers concerning the 
future of the Ostankino television channel were also 
revealed during the survey. 


The spectrum of opinions obtained looks like this: 





Alma-Ata 


Riga Tashkent 





Ostankino should be kept as an 79.9 
intergovernmental channel providing an oppor- 
tunity for contact between peoples who have 


lived together for such a long time 


83.6 77.8 86.7 





Ostankino is a Russian television station and its 5.4 
broadcasts will voluntarily or not interfere with 
the consolidation of a sovereign state's citizens 
and worsen conflicts. That is why such a 


channel is hardly necessary 


ye 


4.0 6.0 4.3 





Ostankino broadcasts must be transmitted selec- 12.8 
tively, using them to create loca. and republic 


programs 








6.3 


11.4 11.2 15.0 9.6 




















An analysis of the survey results showed that the differ- 
ences in the replies to the questions posed were usually 
not connected with the respondents’ age, national and 
educational characteristics; that is, a rather high level of 
unanimity was displayed on a majority of the questions 
regardless of the social and demographic composition of 
those surveyed. 


Future of Interrepublic Bank, National Currencies 
Surmised 


934E0079A Moscow MOSKOVSKIYE NOVOSTI 
in Russian No 5, 31 Jan 93 MN Business p 4 


[Article by Sergey Seninskiy: “The Ruble of the Central 
Bank of Russia Will Become a CIS ECU”’} 


[Text] The creation of the CIS Interstate Bank poses the 
republics with a definitive choice: to remain in the ruble 
zone or to introduce their own currency. 


The signing of the agreement on creating an Interstate 
Bank (MB) of the CIS and its charter last week in Minsk 
was the only serious result of the regular summit 
meeting. The resolution was just as necessary as it was 
belated. As far back as | July of last year, the Central 
Bank of the Russian Federation began to restrict the 
receipt in Russia of non-cash rubles from other repub- 
lics, which essentially, cut the Russian ruble off from all 
the rest. It was not without reason that some national 
and commercial banks quite quickly began to make their 
quotations with each other, and proposals fleeted 
through the newspapers about converting money from 
one republic to another on commission, which could 
conditionally be considered a rate of exchange. The 
system of correspondent accounts of the national banks 
in the Central Bank of the Russian Federation, however, 
had substantial shortcomings. Since it was exclusive to 
Russia, the republics could not redistribute their own 
surplus balance of payments with some partners from 
the CIS to the trade deficit with others. 
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The MB [Interstate Bank] created on the basis of multi- 
lateral clearing (off-setting of mutual claims, made daily) 
is mainly called upon to solve the problem of interstate 
accounts. The base currency for all the accounts passing 
through the MB becomes the ruble “emitted by the 
Central Bank of the Russian Federation,” for which the 
daily units used in other republics will be quoted. In 
other words, the Russian ruble will become approxi- 
mately the same common denominator of accounts for 
the CIS economy that the ECU is for the countries of 
Western Europe. The difference, true, lies in the fact that 
the ECU is calculated on the basis of the “basket” of the 
national currency of the EEC, and therefore is much less 
subject to inflation fluctuations than is the Russian 
ruble. It is precisely this well-known danger (but the 
consideration of sovereignty is not well-known) that 
caused the sharp objections of the republics during the 
discussion of the draft o° the MB charter. Kazakhstan 
and Kyrgyzstan, as we know, put forth the idea of 
introducing a supranational non-cash ruble for interstate 
accounts in the CIS. As Stanislav Shushkevich, chairman 
of the Belarus VS, said after the negotiations, however, 
““Gerashchenko persuades anyone he wants to,” and the 
initial Russian proposal that the accounts be “produced 
in rubles—the currency of the Russian Federation,” was 
actually approved, true, in a milder formulation. 


Another occasion for heated debates in Minsk was the 
approval of the mechanism for passing resolutions by the 
council of the future bank, which includes one represen- 
tative of each national bank. The chairman of the 
council changes yearly. Russia proposed distributing the 
vote proportionally to the share of a certain specific 
republic in the general commodity turnover. The part- 
ners insisted on the formula, ‘one republic—one vote.” 
As a result, a compromise variant was adopted. Russia 
obtained 50 percent of the votes, and the other half went 
to the rest of the republics on the basis of the specific 
share of each of them in the volume of the reciprocal 
commodity turnover of 1990, as the last year for which 
there were more or less reliable statistics. In the words of 
V. Chernomyrdin, Russia at that time had 7! percent of 
the inter-republic commodity turnover. The resolution 
of the MB Council will be considered passed if it receives 
75 percent of the votes. 


Incidentally, the debates surrounding the future vote 
were, rather, rhetorical. The point is that the MB will 
fulfill the functions of a clearing house, but by no means 
that of an emission center. The initial charter capital of 
the MB was determined as only 5 billion rubles, but the 
size of and procedure for technical granting of nationai 
bank credit by the Central Bank of Russia was strictly 
regulated. A credit limit is established for each member 
of the MB in an amount, “‘as a rule, not more than the 
monthly volume of receipts,” for the use of the given 
national bank. The amount of possible credit is divided 
into four equal credit lines. The first two have the basic 
interest rate of the MB, determined by the council. The 
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interest for the others is established at a higher rate, 
which substantially increases from one line to another. 
In an interview with the MOSKOVSKIYE NOVOSTI 
Business correspondent, V. Solovov, chairman of the 
board of the Central Bank of the Russian Federation, 
emphasized that the MB would handle only accounts 
between national banks. Regulating the clearing 
accounts of the enterprises of the various republics 
through commercial banks was not its function. 


On the whole, the creation of an Interstate Bank, with 
strict regulation of credit, and the main thing—the 
Russian ruble as the basic currency for accounts, causes 
the CIS republics to be faced with a decisive choice: to 
introduce or not introduce their own currency in the near 
future. In principle, the membership of the MB rules out 
neither the one nor the other. If any one of the bank 
members decides on its own monetary unit, it must give 
six months advance notice of this to the MB council, and 
also to the Central Bank of Russia. The new national 
currency will be quoted in the MB accounts for the ruble, 
but it will have to compete not only with it, but, 
obviously, with the dollar as well. If, however, the 
republic intends to remain in the rubie zone for the time 
being, then after the corresponding resolution of the 
national parliament, it must completely transfer the 
function of credit and cash emissions to the Central 
Bank of Russia. 


What is the apportionment of prospects for the repub- 
lics, to judge from conversations with the banker- 
members of the delegation at the Minsk meeting? Tajiki- 
stan and Armenia, for the time being, clearly care 
nothing about having their own currency. Kyrgyzstan is 
not ready for this either. The parliaments of Uzbekistan 
and Kazakhstan are also, apparently, voting in favor of 
the Russian ruble. Intentions to introduce its own cur- 
rency are really going no farther in Moldova, for the time 
being, than declarations. Belarus, whose various cou- 
pons, incidentally, are printed in Russia, will most 
probably not give up the ruble, which in a while will 
completely replace the coupons, gradually changing their 
ratio in cash turnover. Printing of the coupons, as we 
know, began when the ready-cash crisis struck the ruble 
area, and it has, on the whole, been surmounted today. 
Ukraine and Turkmenistan are left. Kiev has definitely 
decided to introduce the karbovanets, and Turkmenistan 
is planning to put the manat into circulation in the first 
half of this year. The Turkmeni bankers, true, have 
spoken very cautiously about the reality of these dead- 
lines. 


It turns out that the ruble area will hardly be likened to 
shagreen leather in the near future. In addition, the 
non-competitive markets of the CIS countries will be 
almost completely closed to each other for more than 
another year. It is clear that currency will sooner or later 
appear in the republics, however transparent the borders 
between them. The creation of the Interstate Bank will 
only accelerate the process. 
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POLATICAL AFFAIRS 


‘Public Opinion Leaders’ Polled on Reform Results 


934F0037A Moscow MOSKOVSKAYA PRAVDA 
in Russian 24 Dec 92 p I 


[Article by I. Konstantinov, based on survey data from 
Professor B.A. Grushin’s service ‘We Stand Firm...on 
the Road To the ‘Bright Future’: The Majority of Rus- 
sian Elite Believe We Are Making First Steps Towards a 
Law-Based Democratic State’’] 


[Text] This is the prevailing opinion within all groups of 
public opinion leaders, with the exception of representatives 
of the parties of communist orientation. The dominant 
Opinion among the latter is that the changes taking place in 
the country are not aimed in this direction altogether, which 
is the opinion of 56 percent of respondents within this 
group. The opinion that it is impossible to build a law-based 
society as long as we continue moving in the direction 
chosen was shared by one-quarter of the total number of 
respondents and is not shared only by representatives of the 
executive branch. 


Only a small number of respondents (no more than four 
percent) in each separate group believe that there has been 
noticeable progress on the way towards a law-based state; 
minor progress in this direction is noted by between two 
percent (directors of state enterprises, top managements in 
the mass media, columnists) and 26 percent (representatives 
of the executive branch) of respondents. 


Hence, although in the opinion of the “skeptics” we are 
going the wrong way altogether, nevertheless the 
majority of the leading figures believe that we “stand 
firm” on the correctly chosen road. 


Responses to a Question 





What should be done to build a law-based democratic 
state in our country (as a percentage of the total number of 
respondents)?” 

develop a legislative base, including: 55 


fine-tune mechanisms for 17 
implementing the laws 











adopt a new constitution 





implement a judiciary reform 

















improve the interaction between the 8 
executive and legislative branches 

strengthen the executive power 3 
create conditions for the development 30 
of free social subjects, including: 

intensify the economic reform 12 
hold elections on a multiparty basis 5 





develop legal consciousness 
do not know 


In this case each respondent was permitted to provide more than one 
answer, as a result, the total is greater than 100 percent. 














FBIS-USR-93-019 
24 February 1993 


Most public opinion leaders see the main obstacle as the 
absence of a necessary legislative base (55 percent). This 
is by far the prevailing point of view in all groups of 
respondents with the exception (as in many other 
instances) of activists of the parties of communist orien- 
tation. The latter believe that the best way to move 
towards a law-based democratic state is to reject inno- 
vation (42 percent, which is seven times more than the 
average for the total sample). Well, Communists always 
chose their own way. 


In the legislative area, deputies, as compared with other 
leaders, place greater importance on the development of 
mechanisms for implementing the laws (26 percent); 
directors of state enterprises stand out by the greater 
importance they attach to the strengthening of the exec- 
utive power (14 percent). 


Actually, group interests also can be clearly detected in 
the suggestions from representatives of other groups. For 
instance, entrepreneurs see the emergence of free sub- 
jects of action as the guarantee of the creation of a 
law-based democratic state (47 percent) and consider- 
ably more often than others (44 percent) mention the 
need to intensify the economic reform. 


Roundup of Parliamentary Business 


934F0010A Moscow SOVETSKAYA ROSSIYA 
in Russian 2 Feb 93 p 2 


[Article by Vladimir Isakov under the ‘Parliamentary 
Diary” rubric: “Menu Forecasts’’] 


[Text] 


Adopted in January 


The law “On Perpetuation of the Memory of Those Who 
Fell Defending the Fatherland.” 


The decree “On Measures To Support an All-Russia 
Referendum on 11 April 1993.” 


The decree “Oi: Ratification of th. Treaty Between the 
Russian Federation and the Republic of Kyrgyzstan.” 


The law “On Fundamentals of Budget Rights and Rights 
Pertaining to the Formation and Utilization of the Out- 
side-of-Budget Funds of the Representative and Executive 
Authorities of Republics Within the Russian Federation, 
the Avtonomous Oblast, Autonomous Okrugs, Krays, and 
Oblasts, the Cities of Moscow and St. Petersburg, and 
Local Self-Government Authorities.” 


Decrees on the formation of courts of various levels and 
the election of trial judges. 


Decrees on a change in the composition of commissions 
and committees of the Supreme Soviet and the election 
(reelection) of the leaders of these bodies. 


The decree “On Indexation of the Minimum Pension 
With Regard for the Change in the Price Index for the 
Fourth Quarter of 1992.” 
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The law “On Revisions and Addenda to the Law of the 
RSFSR ’State Pensions in the RSFSR.”” 


The decree “Esiimate of Expenditure of the Supreme 
Soviet of the Russian Federation in 1993.” 


The law “On Status of Heroes of the Soviet Union, 
Heroes of the Russian Federation, and Full Holders of the 
Order of Glory.” 


The decree “On Temporary Investigation Cells Located 
on the Territory of Corrective-Labor Establishments for 
the Custody of Defendants in Respect to Whom the 
Sentences Have Not Taken Effect.” 


The law “On Additional Privileges for Servicemen on 
Active Service on the Territory of the Transcaucasus, the 
Baltic, and the Republic of Tajikistan and Also Those 
Performing Assignments Pertaining to Defense of the 
Constitutional Rights of the Citizens Under State of 
Emergency Conditions” (second reading). 


Fundamentals of Forest Legislation. 


The law “On The Status of Servicemen and Legal and 
Social Safeguards for Citizens Discharged From Military 
Service and Their Families” (second reading). 


The decree “On Extension of the State of Emergency on 
the Territory of the North Ossetian SSR and the Ingush 
Republic.” 


The decree “On Pay of the Highest Officers of the State.” 


The decree “On Remuneration of a People’s Deputy’s 
Assistant.” 


The decree “On Increase in the Funding of the Supreme 
Soviet of the Russian Federation in the First Quarter of 
1993.” 


The decree “On Reimbursement of Expenses Connected 
With Deputy’s Activity.” 


Moderate Optimism 


Yes, it is with good reason that it is said that the Lord 
God created our country for experiments—as a lesson to 
and edification for the rest of humanity. An experiment 
going by the name of “two governments” is being 
conducted in it today. The first is headed by the presi- 
dent and is called “Administration of the President.” 
The second bears the name “Council of Ministers” and 
is headed by V.S. Chernomyrdin. 


It may be established by an elementary comparison of 
the documents which are carried in the newspapers that 
the government of the president is the main one and 
decides the most important questions and that the gov- 
ernment of Chernomyrdin works on the leftovers. Peri- 
odically the heads of the two governments meet in the 
Kremlin and thrash out their problems. Contrary to 
expectations and forecasts, they have managed to avoid 
confrontation. 
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Last week the head of the Council of Ministers met with 
members of parliament and set forth the principles of his 
cabinet’s policy. V.S. Chernomyrdin sees as the main 
danger to the reform policy hyperinflation leading to 
economic catastrophe and the impoverishment of the 
population. But it needs to be combated primarily by 
economic methods—strict fiscal economies, tight con- 
trol over expenditure, special taxes, and the closure of 
inefficient works. The idea of wage control is not alien to 
the new premier, he is in favor of the confiscation of 
income in excess of the established norms, but he is 
categorically opposed to administrative measures which 
would curb price increases. 


It is hard not to agree that a sound ruble should be the 
basis of the well-being of the Russian economy. But it is 
somewhat puzzling that the first step toward this will be 
the demolition of the ruble zone and the introduction of 
a Russian currency. Following this, the idea of the 
creation of a common bank in the ruble zone will have to 
be set aside for quite some time. 


Priority No. 2 is the preservation and efficient use of the 
country’s scientific and production potential. V.S. Cher- 
nomyrdin supported the protection of national enter- 
prises on the domestic market, but simultaneously 
warned that he is opposed to the unthinking distribution 
of credit, subventions, subsidies, and privileges. 


The third priority is the social protection of the popu- 
lace. Having colorfully outlined the catastrophic state of 
affairs in this sphere, the premier gave the assurance that 
the government was intent on a serious reform of the 
system of social protection—an increase in direct com- 
pensation payments, the creation of new jobs, and the 
establishment of a guaranteed official minimum of 
health care. As a first step it is planned raising interest 
rates to a level which provides for the protection of 
savings against inflation. 


There was nothing in V.S. Chernomyrdin’s report which 
could have incensed the supporters of market reforms, 
but at the same time “good feelings” and a desire to 
alleviate the jot of the people were displayed “to the 
maximum.”’ Without any direct and cpecific commit- 
ments on this score, come to that. Considering that the 
premier heads the “duplicate cabinet,” was anything 
more to have been expected? 

Against a Ba*kground of Emotional! Appeals 


How far apart today are the halcyon dreams and harsh 
reality had to have been seen during discussion of the 
next item—the budget message of the president of the 
Russian Federation. Although there was little more than 
a month between the first notion of the budget (in 
December) and the present one, the joint work of the 
deputies and the government produced positive 
results—the revenue side of the budget expanded by 
R3.6 trillion, which increased its size by approximately 
25 percent. Ultimately the budget for 1993 acquired the 
following parameters: revenue of R!7.5 trillion, expen- 
diture of R20.7 trillion. 
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Comparisons tell the whole story. Such a concept as the 
budget deficit is recognized mere|y in a row of figures 
reflecting the dynamics of this phenomenon: 


























1986 2 
1987 +1.1 

1988 +3.7 

1989 +3.9 

1990 -29.8 

1991 -109.3 

1992 (preliminary report) -1,100 

1993 (estimated) -3,492.1 (rubles, billions) 








From a deficit-free budget to a deficit of R3.5 trillion. In 
just three years.... This takes a special skill! 


The budget message which was presented revealed a 
mass of now-traditional shortcomings: the sections are 
not interlinked, some of them have been presented in 
accordance with a new classification precluding a com- 
parison of budget items, ihere is no list of government 
programs, and a manifestly optimistic price growth 
forecast (threefold) and a clearly exaggerated ruble 
exchange rate (R400 to the dollar) are made the basis of 
the calculations. But the message’s most important 
shortcoming is the fact that there is no sense in it of the 
priorities about which V.S. Chernomyrdin spoke in his 
report, and no clear program of a way out of the crisis is 
discerned. 


The sharp increase in administrative-managerial expen- 
diture appears more than strange against the background 
of emotional appeals for economies in budget resources. 
Given a forecast threefold increase in prices, expenditure 
on administration purposes is set to grow almost five- 
fold. And once again it is useful to look at the problem in 
its dynamics, in development. This is how expenditure 
on administration appears over several years: 





























1986 1 

1987 1.1 

1988 1.1 

1989 1.3 

1990 2.6 

1991 9.3 

1992 (preliminary report) 333.7 

1993 (estimated) 1,432.3 (rubles, billions) 





On what will these monies be spent? It is proposed 
allocating more than R100 million for support of the 
Institute of Economics of the Transitional Period 
formed ‘under Gaydar,” for example. Without an 
approved program, without any justification of the 
necessity for this expenditure, and given the presence in 
the country of 19 institutions of a similiar profile, what is 
more. The tidy sum of R636.4 million has been 
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requested for the support of the president's representa- 
tives in the localities. Yes, those same abolished by a 
decision of the Seventh Congress! Who said we are poor? 
The rich! 


As always, the peregrination through the budget 
abounded in diverse “discoveries.” It was ascertained, 
for example, that the Chechen Republic, which has 
announced its secession from the Russian Federation 
and on these grounds is not contributing to the budget a 
kopek of taxes, will receive from the budget R18 billion 
in subsidies.... Tax privileges obtained by enterprises, 
Organizations, and commercial structures constituted 
approximately RI trillion. Everyone—the Supreme 
Soviet and the president and the government—granted 
them last year countlessly and inordinately. An attempt 
by the Subcommission on Taxes to obtain a list of the 
“favored ones” was unsuccessful—this is a major state 
secret, it would seem. The presidential decree “On 
Supplementary Measures To Protect Employees of the 
Lawcourts of the Russian Federation,” unclassified, but 
not overly propagandized either, receives a mention in 
the budget message. According to this decree, R4.5 
million are allocated for food rations of members of the 
Constitutional Court of the Russian Federation. A 
detail, but how eloquent! 


Revealed in the course of the hearings was a mysterious 
Organization—the “State Investment Company,” which 
both the minister of the economy and the minister of 
finances immediately abjured: “This is an investment 
company, which is being created under the aegis of Yuriy 
Vladimirovich Petrov....’"” The company will be endowed 
with state property valued at approximately R1 trillion, 
the right to undertake privatization and engage in for- 
eign trade activity... and complete freedom from any 
budget control whatever! 


God works in mysterious ways! What miracles cannot be 
seen, walking with a lamp through the catacombs of the 
budget message.... 


Fraud Nos 1-5 


The approach of the referendum, this “‘all-Russia democ- 
racy fair,” is being commemorated not only in song, 
dance, and importunate speeches but also by uncon- 
cealed political cheating. Here are some entertaining 
episodes of the “festival of democracy” being organized 
from above: 


Fraud No. 1—-the adoption of the very decree “On 
Stabilization of the Constitutional System of the Russian 
Federation” submitted by B.N. Yeltsin, R.I. Khasbu- 
latov, and V.D. Zorkin. The decree was adopted without 
discussion and without a vote on the draft as a basis and 
has, as is now being ascertained, plunged the republic 
into a dangerous political adventure. 


Fraud No. 2—the draft decree ““On Procedure of the 
Adoption of the Constitution of the Russian Federation” 
signed by O.G. Rumyantsev contemplates tallying the 
referendum results by reckoning from the number of 
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those who have taken part in the voting, not from the 
electoral roll. That is, the norm of a conventional refer- 
endum will be applied at a constitutional referendum. 


Fraud No, 3—The draft decree “On Organization of a 
General Ballot (Referendum)” submitted to the Con- 
gress by B.N. Yeltsin proposes that the referendum 
results be tallied per a relative majority of the vote. That 
is, if seven percent of the citizens vote for the president, 
and for the Congress, only five percent, the people will be 
deemed to have shown confidence in the president and 
to have authorized him to continue the reforms. 


Fraud No. 4—‘Tied” into the draft Basic Provisions of 
the New Constitution to be put to the referendum is, at 
the suggestion of R.I. Khasbulatov, a supplementary 
clause on the early election of deputies of the Russian 
Federation and the president of the Russian Federation 
to be held in the spring of 1994. You want new elections? 
Vote in a “package” for the new constitution also! 


Fraud No. 5—The draft law “On Revisions and Addenda 
to the Law ‘Referendum of the RSFSR" was submitted 
above the signature of M.A. Mityukov for consideration 
by the Supreme Soviet. The majority of the amend- 
ments, set forth on five and a half pages of text, are of a 
purely technical nature—removing a comma, substi- 
tuting an “and” for an “or” and so forth. But lost among 
them are several very interesting ones: 


One affords a member of the commission the right to 
“also sign” the list opposite the name of a citizen who 
has obtained a ballot. 


Another does away with public monitors, given a vote 
outside of a polling station. 


A third establishes, in the event of the referendum being 
invalid, “the opinion of the majority of the citizens who 
took part in the ballot is taken into consideration by the 
corresponding organs of state power and administration 
in subsequent work on the solution of questions put to a 
referendum.” The opinion of those who did not take part 
in the referendum no longer has, thus, any bearing on 
matiers. 


Everything is being done in order to dissolve the repre- 
sentative organs of power immediately following the 
referendum. As far as new elections in the spring of 1994 
are concerned.... Any old reason could be thought up to 
ensure that they not take place! 


Knocked Insensible by Decree 


Does the president glance if only sometimes at the 
Constitution on which he took the oath and which he 
swore to defend? Most likely not. One is persuaded of 
this by his decree of 21 January 1993 “On Enforceable 
Enactments of the Central Organs of Administration of 
the Russian Federation.” The decree establishes that the 
enforceable enactments of ministries and departments 
affecting the rights, liberties, and legitimate interests of 
the citizens and also of an interdepartmental nature 
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must be registered with the Ministry of Justice and be 
published in the newspaper ROSSIYSKIYE VESTI. 
Otherwise they will be become inoperative and could not 
be the basis for the regulation of juridical relationships 
and the enforcement of sanctions. The decree takes effect 
as of | March 1993.... 


Reasonable? Democratic? Without a shadow of doubt! 
Only... once again a slight roughness. Let us recall the 
history of the matter. This provision was established for 
the first time in a decision of the former Constitutional 
Oversight Committee of the USSR and was rightly 
viewed in our country and overseas as a victory for 
common sense and a notable step toward a state based 
on the rule of law. It was subsequently reproduced by the 
Declaration of the Rights and Liberties of Man and 
Citizen presented by the president and adopted by the 
Supreme Soviet of the RSFSR on 22 November 1991. 
And as of 2! April 1992 it was incorporated in the 
current Constitution of the Russian Federation (Articles 
62, 66), where it remains. Thus the presidential decree 
has “implemented” a long-operative provision.... 


The president, of course, might well not recall that he has 
signed some legal statute, for the third time, at least, but 
what are his aides and the powerful Main Legal Admin- 
istration paid for? ...Yes, the elementary provisions of a 
state based on the rule of law are having a hard time 
taking root in national soil. They are being knocked 
insensible by both the law and the decree.... Is this not 
why, having once signed a legal document, we firmly 
forget about its existence? 


New Burning of the Reichstag? 


Television, radio, and the newspapers are vying with one 
another in discussing the details of the failed attempt on 
the life of the president on the part of Major I.A. Kislov. 
There is much about the situation that is puzzling. What 
is this—a new burning of the Reichstag or a new fall 
from the bridge? 


Majority of Russians Unaware of Deputies Activities 
934F0037B Moscow KURANTY in Russian 13 Dec 93 
pl 


[Report on the public opinion survey on people’s depu- 
ties, prepared by Oleg Savelyev, under the “Social 
Barometer” rubric: “They Even Forgot the Name”) 


[Text] The All-Russia Center for Public Opinion Studies 
(VTsIOM) has conducted an express poll of approxi- 
mately 1,500 residents of Russia on a sample representing 
proportionally sociodemographic groups of the country’s 
urban population. 


Answers to one of the researcher’s questions, “DO YOU 
REMEMBER WHO THE RUSSIAN PEOPLE'S DEP- 
UTIES ELECTED FROM YOUR ELECTORAL DIS- 
TRICT ARE? IF YES, DO YOU APPROVE THEIR 
ACTIVITIES?” are shown in percents by the region 
where the poll was conducted: 








FBIS-USR-93-019 




















10 RUSSIA 24 February 1993 
Do Not Remember Approve Disapprove Not Sure 

Average 58 6 20 16 

Capitals 71 7 10 12 

European part—north 54 7 23 16 

European part—south 61 2 22 15 

The Urals, Siberia, and the Far East 55 7 20 18 

















The table shows that the widespread perception of a high 
degree of politicization among the residents of Moscow 
and St. Petersburg are greatly exaggerated. On the other 
hand, there are fewer deputies in the provinces; therefore 
they are more prominent, and besides, they are often 
people well known among the local population: former 
party secretaries, chairmen of soviets’ executive commit- 
tees, military troops commanders, and the big brass in 
industry and agriculture. 


Students and college students, entrepreneurs and 
workers, as well as overall low-income respondents and 
those under 35 years of age could not remember their 
deputy more often than other groups. 


Approval of those elected by the people was registered 
more among the managers of various rank, respondents 
with average-to-low income, and those over 50 years of 
age. 


More than average degree of disapproval of their own 
elected people’s deputies of Russia was voiced by mili- 
tary servicemen and militia officers, as well as managers, 
office workers without vocational training, and overall 
respondents with average income and in mid-range age 


groups. 


Referendum Issue Conflicts Aired 


934E0059A Moscow TRUD in Russian 9 Feb 93 
Evening Edition p | 


[Article by Nikolay Kishkin under the rubric “A View of 
the Situation”: “Referendum? Assembly? Congress?’’] 


[Text] Two months and two days are left before the 
scheduled date of the all-Russian referendum, and its 
fate is still unclear. Whether it will happen or not, and 
what will be asked—all this is unclear. The decision to 
conduct the referendum on the fundamentals of the 
Constitution was perceived at first as a way out of the 
sharp political crisis that had arisen at the Congress. 
Then they managed to avoid the dangerous question: 
either the president or the Congress. The coordinated 
decision on the referendum opened up before the two 
branches of power, with the mediation of the third, the 
possibility of evaluating how critical the situation was 
and appealing to the people concerning precisely those 
issues that made this situation so critical. But for now it 
seems that we : re not only not getting ourselves out of 
our political impasse but are getting bogged down in it 
even more. 


First of all the forthcoming referendum did not assuage 
but actually aggravated the confrontation between the 
powers. The first to make an all-out attack was the 
leadership of the parliament, the signal for which, it 
seems, was the president's remark that they had to win in 
the referendum. R. Khasbulatov in a whole series of 
articles and speeches began to assert that the referendum 
was “imposed” on the Congress and any outcome would 
undermine state power. Deprived of such a convenient 
target for criticism as Ye. Gaydar, the speaker, perhaps 
for the first time, aimed his critical arrows at the 
president himself. This is the essence of his statements: 
As a result of the weak will of the authorities and their 
“adventuristic’’ attitude toward the economy, the 
reforms failed and now the deputies have to rescue the 
president. The president is not saying anything for the 
time being unless you count various rebukes from his 
press secretary and an equally sharp response from the 
press service of the Supreme Soviet. Incidentally, we 
have even gotten used to this wrangling. 


Something else is more serious. After almost two 
months, the Supreme Soviet Presidium has finally pro- 
duced a draft of the basic provisions of the Constitution 
which they intend to present to the people. If the text 
remains as it is a referendum is needed, it seems, simply 
to abolish it, for it solves nothing. What kind of a 
document is this? 


In a page and a half of typed text we are offered 12 
propositions, |! of which (the twelfth will be discussed 
later) contain either a set of general, common truths 
(like: “The goal of the state is to achieve the well-being of 
man and society” or “The judicial power in the Russian 
Federation belongs to the courts’’) or concepts that are 
difficult for the nonjurist to understand. For example, 
any grandmother can figure out what “subjects of 
authority and jurisdiction” are and how they differ from 
one another. With that kind of wording of the Basic 
Provisions many will most likely not come to the refer- 
endum at all and some will vote without understanding 
what it is. 


In general, the Constitution is not a document that can 
be developed in referendums. If one appeals to the 
people, it should be regarding two or three truly funda- 
mental questions that everyone can understand. For if 
the idea of the referendum appeared as a way of putting 
and end to the confrontation of the powers, one should 
not forget that the standoff itself has its own roots. And 
it is not that there was a “personality conflict” between 
B. Yeltsin and R. Khasbulatov or the current deputies 
and the ministers. There is a profound reason for this 








FBIS-USR-93-019 
24 February 1993 


standoff. And it is apparently that we....have tried to do 
the impossible. Namely: to combine the democratic 
principle of separation of powers with the system of the 
soviets, which is based on the idea of absolute power. 
And if the Constitution still contains a norm that the 
Congress of People’s Deputies is the highest organ of 
state power and it has the right to decide any issue, then 
what is left of the equal rights of other branches of 
power? 


We now have two verticals of power operating in par- 
allel. One is presidential, in the form of the administra- 
tion; the other is parliamentary, in the form of soviets at 
all levels, and the latter by nature think that only they 
can give true expression to the will of the people. Hence 
their desire to interfere in management functions, which 
also generates conflicts at all levels of power. Until a new 
constitution puts an end to this ambiguity, we are 
doomed to live in a world of conflict. And if the legislator 
has not yet managed to overcome this contradiction and 
has decided to appeal to the people, he should ask about 
the matter at hand. There is only one choice: Either 
return to the system of the soviets in the form in which 
it has existed for decades, but then end all discussion of 
“separation of powers,” or confirm this democratic 
principle, and then build the representative power and 
its relations with the executive on a new basis. 


If the organizers of the referendum manage to word the 
question in such a way that the people can consciously 
express their opinion in favor of one path or the other, 
then it might still be possible to justify this costly caprice. 
But then we must be aware that this is generally an 
extremely risky business: In the localities there is too 
great a temptation to add their own issues to the refer- 
endum, and it cannot be ruled out that in some places 
they will be dictated by separatist and other such goals, 
which will lead to further disintegration. Therefore it 
would be much better if all branches of power and all 
parties and movements, aware of the danger of the 
situation, were to reach an agreement on the main thing 
that separates them without any referendums. Although, 
it seems, that is only a dream. 


But even if the referendum could reveal a clear opinion 
regarding disputed questions, this certainly does not 
mean that it will be possible to develop and adopt a new 
constitution easily. The entire question is who will adopt 
it. Actually, according to the law, this is the prerogative 
of the Congress. But equally obvious is the fact that the 
Congress with its current membership will never adopt 
it. It is another matter to make amendments to the 
existing one several times a year while not eliminating 
but rather aggravating the internal contradictions in the 
Basic Law and being guided in this by the interests of 
preserving one’s own absolute power. But why is more 
and more attention being drawn to the idea of convening 
a constituent assembly or, rather, a constitutional 
assembly, whose only task would be to adopt a new 
constitution. The idea is tempting, but again it is diffi- 
cult to realize. To carry it out would take either a 
Congress decision adopted by two-thirds of the votes 
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(which is almost impossible) or a referendum decision. 
But even then it would be necessary to determine the 
procedure for forming the assembly, which again 
requires a consensus of all political forces. Thus we are 
returning again to the need to search for agreement. In 
this connection, certain hopes are inspired by the round- 
table which last week brought together representatives of 
the parliament, the government, and a number of parties 
and movements. They will meet again on 15 February... 


Now let us return to the | 2th point which appeared at the 
last moment in the draft of the Basic Provisions from the 
head of parliament. R. Khasbulatov suggested, by a 
decision of the referendum, to conduct no later than in 
the spring of 1994 early elections of both deputies and 
the president at the same time. This step, obviously, is 
more a propaganda means than something actually to be 
carried out. In the first place, the speaker cannot but 
understand that a power vacuum in such unstable times 
would be fatal. And, second, if the convening of a 
constitutional assembly could somehow be included with 
the Basic Provisions of the Constitution, you could never 
say that about the holding of early elections. That would 
take at least the consent of the Congress, which has 
declared a moratorium on any referendums except the 
constitutional one until |! April. 


As we can see, there are no simple, easy ways out of the 
political impasse. Perhaps this is why in recent days the 
deputies have been gathering signatures for convening an 
extra Congress at the end of April or the beginning of 
May. If that happens, it could end with an abolition of 
the agreement on the referendum and everything would 
start all over again. Poor Russia’... 


Khasbulatov Referendum Move ‘Masterly’ 


MK0502130193 Moscow KURANTY in Russian 
5 Feb 93 p 4 


[Viktor Bondarev “Political Review” article: “The 
Speaker's Masterly Move’’] 


[Text] Ruslan Imranovich [Khasbulatov] went in for 
self-criticism by stating in Podolsk, near Moscow, that 
politics is a dirty business and he is ready to resign. As an 
assessment of his own politics, it is hard not to agree. But 
why he wants to resign along with everyone else—the 
president and parliament—is not entirely clear, and, 
most importantly, doubts are arising: Maybe the speaker 
is not actually intending to go? 


For the man in the street, leaving—or rather, being 
dismissed from—your job is nothing out of the ordinary, 
though it is often unpleasant. But for politicians, the 
threat to resign is one method in the struggle, a risky one 
but often very effective. Lenin, by threatening to resign, 
made the Bolsheviks accept the Brest Peace. Stalin, in 
the early days of his dictatorship, used this means on 
several occasions to persuade his colleagues that he was 
irreplaceable. And even Gorbachev, who used to avoid 
any drastic move, once “put one over on the Commu- 
nists” by threatening to resign. 
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Now Khasbulatov too has decided to make use of the 
experience of his Communist predecessors. It should be 
noted that this is not the first time the speaker has 
resorted to this risky method: At the last Congress he 
actually “quit,”’ but the grateful people's deputies pre- 
vented the resignation of the Supreme Soviet chairman. 
On that occasion it proved to be a good scheme; in 
response to a sharp statement from the president the 
people's deputies “closed ranks still more tightly.”’ 


The idea of the president resigning is not new in itself. 
The national patriots, together with the communists, 
voted for it at the last Congress—at that time more than 
350 deputies unequivocally demanded Yeltsin's resigna- 
tion. Since then they have continued in the same vein. 
The latest gathering, last weekend, of the National Sal- 
vation Front was no exception; here, hatred of the 
president united everyone. It must be noted that here the 
Front members’ brown coloring was showing quite 
clearly, and that their main slogan, translated into 
German, would be “Russland Uber Alles.” Quite a 
resemblance, isn’t it? It hardly needs saying that Ruslan 
Imranovich’s proposal was very much to the liking of our 
national socialists. Tell me who your friends are, and | 
will tell you who you are. 


Still, it must be admitted that the idea of simultaneous 
resignation by everyone originated not with Khasbulatov 
and the aforementioned revolutionaries, but with the 
Civic Union. What does this bloc want? Frankly, that is 
not easy to grasp. The “‘centrists’” leaders are now no 
longer proposing any economic reforms or opposing 
Gaydar, since he is not there any more. Therefore, 
shedding their economic propaganda skin, they are 
declaring frankly: We want power, and we want our 
power to be strong! And that is the Civic Union's entire 
ideological arsenal at present! The bloc hopes to win the 
next elections and then, on legitimate foundations, to 
share out the power among its numerous members. It is 
hard to believe that their leaders do not understand the 
reasons for the present crisis of Russian statehood—the 
absence of a proper division of powers and the need to 
adopt a new Constitution. But for some reason these 
questions do not worry them. And in order to get power 
the “‘centrists” will unite with anyone at all, as we saw at 
the Congress. Nor is it clear how they intend to establish 
their own “strong power” given the present system of 
soviets of deputies. It is doubtless no accident that the 
Union's leaders ostentatiously reject the existence in 
Russia of any political shades or colors, failing even to 
notice any “red-browns.” 


By all appearances, Khasbulatov’s initiative caused 
some confusion in democratic circles. In the present 
conditions of a frontal counteroffensive by conservative 
and reactionary forces, the president and his structures 
are the main political force thanks to which reforms are 
limping along in Russia and certain democratic gains, 
particularly freedom of the press, are being upheld. It is 
also unfortunate that in the event of his resignation the 
democrats have, in effect, no alternative figure who 
could win the presidential elections. Moreover, it is clear 
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that parliamentary elections are hardly likely to 
strengthen the positions of democratic forces in the 
Russian parliament. There is a real threat of a .irength- 
ening of the role of the communists, who are recovering 
from their past defeats. 


It should be said that after the president's dramatic 
Statement at the Congress appealing to the people, 
Yeltsin was in fact left with only one strong political 
weapon—resignation. Even back then in December it 
was clear that the president would have to choose in the 
near future: between passive defense—which, to all 
appearances, he is simply incapable of—and more ener- 
getic methods, first among which is resignation, 
depending on certain concessions by the opposition. And 
here the speaker seized the initiative and made a move 
worthy of a grand master: It is hard for the democrats to 
agree to such an “exchange,” and hard for the president 
to refuse. 


It is obvious what Khasbulatov wants: to bury the idea of 
the referendum, and with it the new constitution. And at 
the democrats’ own hands. Of course, it is hard to predict 
the behavior of the president, and even of the Congress 
of People’s Deputies. The president is notorious for the 
originality of his political moves, and the deputies will 
doubtless be reluctant to part with their mandates. 
However, the probability of the question of simulta- 
neous resignation being put to the referendum is 
undoubtedly very high, since both the national patriots 
and the “centrists’’ have an interest in it and even some 
democrats are perfectly willing to agree in order thereby 
to cut the Gordian knot of the problems of Russian 
statehood. 


One way out of the present situation seems quite 
obvious: Make the one question into two, that is, sepa- 
rate the two things: the president's resignation and 
parliament's resignation. Naturally, it should be a matter 
of simultaneous resignation, but citizens could certainly 
answer these questions separately. It is easy to see that in 
this case the main idea—the responsibility of the two 
arms of power for the present situation—is preserved, as 
is the paramountcy of the people's expression of will 
over any apparatus manipulations or backstage power 
struggles. Obviously the number of votes cast on the 
different questions will be very different. Given this 
scenario, what the president proposed to the Congress 
will be achieved: The people will either make everyone 
resign, or they will support the president, and that is 
what is needed now. 


Legislators Discuss Referendum at Roundtable 


934F0051A Moscow ROSSIYSKAYA GAZETA 
in Russian 9 Feb 93 pp I, 3 


{Roundtable discussion on problems of the all-Russian 
referendum held in ROSSIYSKAYA GAZETA editorial 
offices, including the following participants: Sergey 
Baburin, chairman of the subcommittee of the Com- 
mittee of the Supreme Soviet of the Russian Federation 








FBIS-USR-93-019 
24 February 1993 


on Legislation, Candidate of Jurisprudence; Mikhail 
Mityukov, chairman of the Committee of the Supreme 
Soviet of the Russian Federation on Legislation, Candi- 
date of Jurisprudence; Igor Muravyev, deputy chairman 
of the Committee of the Supreme Soviet of the Russian 
Federation on Questions of the Work of the Soviets of 
People’s Deputies and the Development of Self- 
Government; Anatoliy Sliva, deputy chief of the State- 
Legal Administration of the president of the Russian 
Federation, Candidate of Jurisprudence; Grigoriy Ata- 
manchuk, Doctor of Jurisprudence; Valeriy Korobeyni- 
kov; Boris Krylov; Gennadiy Maltsev; Aieksandr 
Ivanchenko and Nikolay Postovoy, Candidates of Juris- 
prudence; and Voldemar Koreshkov, political scien- 
tist—led by ROSSIYSKAYA GAZETA editor in chief 
Valentin Logunov: “Meeting in the Editorial Offices. 
The April Referendum: There Will Be No Agreement, 
the Schism Will Deepen’’] 


[Text] This was the conclusion reached by participants in 
the roundtable discussion on problems of the all-Russian 
referendum, which was held in the ROSSIYSKAYA 
GAZETA editorial offices. 


[V. Logunov] The subject we have gathered to discuss is 
multifaceted. Let us determine the range of issues, based 
on what the reader basically expects. And he expects, of 
course, clarity. This question is on many people’s lips: 
Do we need a referendum at all, under current condi- 
tions? Let us recall how the version with the referendum 
Originated. I see it as an attempt to try again at what they 
failed to do at the Congress but by a more complicated 


path. 


[M. Mityukov] The decision on the referendum was a 
compromise, and any compromise carries within it con- 
tradictions and imperfection. This compromise was 
good for the time when the decision was made. It seemed 
that the legislative and executive powers had been rec- 
onciled at the Congress. But now everyone is concerned 
about the future of this compromise. More and more of 
the public are inclined to think that a referendum is an 
extremely risky thing in such an extremely complicated 
socioeconomic situation, especially the one that will 
exist in April. Therefore, we cannot reliably predict the 
results of the referendum. But there is a good probability 
that the referendum will aggravate the political struggle 
in the country and destabilize the situation. 


Many people think that the referendum would accelerate 
the adoption of a new Constitution, if its basic provi- 
sions were approved. Possibly. But this in no way 
precludes the complicated, ritualistic process that the 
new Constitution will have to go through. 


My position is the following: In adopting a Constitution, 
we should take the customary, parliamentary path. Of 
course, this is a “conservative” viewpoint, but, in my 
Opinion, it is the most realistic. 


[B. Krylov] Let us say that the document adopted on the 
referendum will be a part of the future Constitution or its 
basis. Then, obviously, it will be necessary to develop 
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these propositions. But in the development of any prop- 
Ositions, their meaning can change. We can say that we 
want to have separation of powers. But unless we add to 
this that the executive power must carry out the laws, we 
will end up with what we already have: There are laws, 
but they are not being carried out. So any text that is 
adopted can be interpreted arbitrarily. But then why 
adopt it? 


[S. Baburin) The initial a»nouncement of the refer- 
endum, expressed in the president's ultimatum of 10 
December, was more principle-based than the Congress 
resolution on the referendum. The president expressed 
his position quite clearly: Either me or the Congress and 
the deputy corps. In my opinion, the referendum is 
fraught with encroachment on the territorial integrity of 
the state. The saddest version would be, first, if one of 
the subjects of the Federation simply did not participate 
in the referendum and, second, if, in spite of the hasty 
repeat resolution of the Congress to ban other referen- 
dums, which we have discussed, they added to the 
referendum their own additional issues which encroach 
On constitutional principles. 


[Mityukov] That is ruled out by the decree. 
{Baburin] But not by life itself. 


[Mityukov] Yes, the possible negative consequences of 
the referendum are apparent to many. In order to avoid 
them, we have the possibility of anticipating the results 
of the referendum now and editing the basic provisions 
of the new Constitution in such a way that they consol- 
idate us and do not divide us. 


[Muravyev] Still, what is the point of conducting the 
referendum—to consolidate or divide the society? 


[Mityukov] The goal is given in the heading of the 
Congress decree: to stabilize the constitutional structure. 
Whether we achieve this goal or not is another matter. 


[Muravyev] The revision of this decree began right after 
it was adopted. Moreover, the president in his New 
Year's speech said that the basic goal of the refererdum 
was to do away with the Congress. So you figure out how 
the revision began and who began it. I agree that con- 
ducting the referendum will most likely provoke a split 
in the state. And as soon as we formulate the disputed 
issues affecting the interests of the subjects of the Fed- 
eration (nothing has been formulated yet), Yakutia, 
Tatarstan, and other republics will have questions. 


[Mityukov] One thing must be formulated: The Federa- 
tion Treaty is a constituent part of the new Constitution. 
And it unites us. 


[A. Ivanchenko] Before taking the issue to the people, we 
should look and see what instruments we have at our 
disposal to conduct an all-Russian referendum. The 
existing law does not take into account the relationship 
between the all-Russian referendum and the referen- 
dums of subjects of the Russian Federation. 
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Now that the Federation Treaty has been signed, any 
wording on a referendum may be interpreted by subjects 
of the Federation as encroachment on the contractual 
principle of delimitation of authorities. Here we must be 
as cautious and tactful as possible. Therefore, the law on 
the referendum must undergo expert evaluation to see 
whether it is in keeping with the Federation Treaty. 


[Mityukov] Now, taking into account the new practice 
and new realities, a draft on changes and additions to the 
referendum is being prepared... 


[Ivanchenko] Further. We have the practice, the institu- 
tion of the president. It is possible to prove with figures 
that even with the institution of the post of the president, 
the construction of the law on the referendum did not 
hold up. On the second day after the voting it was 
necessary to adopt the decree of the Presidium of the 
Supreme Soviet and “lower our sights” from the consti- 
tutional level to the ordinary level. Now that the situa- 
tion has changed drastically. this kind of revision is no 
longer possible. So the referetidum itself—if we bring up 
the question of either a presidential republic or a parlia- 
mentary republic—will mean nothing other than a vote 
of no confidence. 


[A. Sliva] We know the initiator of the referendum, that 
has been made public. It is the Congress of People’s 
Deputies of the Russian Federation. The corresponding 
resolution concerning this was adopted. And that state- 
ment, I think, is absolutely unambiguous. Just as our 
obligation to carry out Congress decisions is unambig- 
uous, and nobody except the Congress itself has the right 
to amend them, not to mention giving arbitrary inter- 
pretations to them. 


Second. The Congress decree clearly indicates the insti- 
tution responsible for conducting the referendum. It is 
the only one. It is the Supreme Soviet of the Russian 
Federation, which has been made responsible for estab- 
lishing the wording of the referendum, which means also 
the circumstances and the situation, the mechanisms and 
procedures necessary for developing this wording, since 
the two other branches, according to this decree, are to 
coordinate this wording with the possibility of submit- 
ting alternative wordings. 


Therefore, anything else would mean torpedoing the 
Congress resolution. I am using what might be called 
Party language: “Congress resolutions—realized.” We 
can do nothing else than to convene an extraordinary 
Congress. But then the circumstances would be different. 
Today, unless we count engaging a purely organizational- 
technical mechanism determined by the decree of the 
Supreme Soviet, we have hardly anything. I am not 
trying to be clever: There is nothing more critical and 
fundamental than the wording of the referendum (I am 
referring to the text that is to be entered on the ballot). 
This wording does not exist. We cannot depart from it, 
we have to solve this problem.... 
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We have discussed the Federation Treaty here from the 
standpoint of including it in the wording of the refer- 
endum. Now all three branches should probably be 
thinking day and night about nothing but practical 
actions directed toward implementation of the Federa- 
tion Treaty. This is perhaps the best guarantee that the 
subjects of the Federation will have a positive attitude 
toward the referendum. Yet there are no suggestions 
from the president about the referendum or its wording! 
There is a proposal from representatives of the three 
branches to the Congress, and the latter has accepted it. 
So this is no longer a matter for the president alone. 


[Logunov] Excuse me, but the Congress was driven into 
an impasse and forced to adopt a decree.... Forced! And 
now the Supreme Soviet says, Do whatever you wish. 
But that is wrong.... 


[Sliva] I would be prepared to agree with you that they 
“drove” them if the majority in Congress were sup- 
porters of the president. But the voting has shown that 
this is far from the case.... 


[N. Postovoy] I would like to touch on questions of how 
decisions of past referendums are being carried out in 
practice. Is there any point in conducting it at all? What 
questions should be raised on the referendum? 


Article | of the law on the refererdum says that its 
decisions have the highest legal force and are mandatory 
for execution. The same norm existed in the Union law. 
But what will happen if some official or organization 
does not carry out a decision of the referendum? Actu- 
ally, nothing. For example, more than 70 percent voted 
in favor of preserving the Union on 17 March 1991. But 
the decision was canceled out by a small group of people. 


The second example. The nationwide elections of the 
Russian president can be compared to a referendum. 
Presidential candidate Yeltsin put forth a program 
which discussed the restoration of Russia, the construc- 
tion of a rule-of-law state, and the fight against benefits 
and privileges. Is even one of the points of this program 
being carried out today? No. Instead of a rule-of-law 
state, we have legal nihilism. The benefits for the friends 
of the president are every bit as good as those of the 
nomenklatura. Instead of the restoration of Russia, we 
have impoverishment of the people. 


This is happening because the law on the referendum 
and criminal legisiation contain no norm concerning the 
liability of the official for ignoring the decisions of the 
referendum. 


Even here, there have been varying interpretations of 
who should be the initiator of the referendum. The 
executive power, having experienced defeat before, has 
decided to dump its initiative on the deputies of Russia. 


But, as they say, “The third time is a charm.” The people 
have been deceived twice, and it does not seem to me 
that they will be so a third time; the people will simply 
not participate in the referendum. And they will be night. 
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For it might turn out that on the referendum the people 
will adopt a decision that does not suit the executive 
power, and then this power will try to “change” the 


people. 


I agree with the position that the referendum will pro- 
duce nothing and will lead to the collapse of the Russian 
Federation. Certain republics will reject the referendum 
altogether. In this situation, only concretely worded 
questions can attract the attention of the citizens. We 
must think about them. 


{Mityukov] We have adopted a decree on organization of 
the referendum which solves the main problems: Who 
will conduct it and provide material support. Now it is 
up to the government to implement this part of the 
decision. 


As for the basic provisions of the Constitution, the 
Constitutional Commission has already prepared a third 
version. This is a delicate subject, and you cannot do 
anything in a week or two. 


[G. Atamanchuk] We are juggling our words a little, 
particularly the word “referendum.” This is a very 
complicated, labor-intensive, and costly affair. But the 
attitude toward it is cavalier: Well, shall we conduct it? 
Let us conduct it!... 


Nobody wants to predict the consequences and draw 
conclusions from experience we already have, particu- 
larly that same all-Union referendum: What did it lead 
to, what consequences did it have?... 


But since the word has been spoken, the decision has 
been made, obviously, the referendum should take place. 
It would be even worse if it did not. It turns out that we 
are frightened by our own experience. 


[Ivanchenko] It will not be any worse for the people: The 
people can come or not.... 


{[Atamanchuk] Yes, that is their right. But the person 
who has appealed to the people must answer to them, 
regardless of what the consequences may be.... 


The discussion that is going on today in the mass media 
extremely simplifies and narrows the subject of the 
referendum. It is as though the entire argument 
amounted to which power is more important—the exec- 
utive or the legislative? Which form of state structure 
should we choose: presidential or parliamentary? As 
though there were no parliament in a presidential 
republic, or no president in a parliamentary republic. As 
though im any normal country there were not a certain 
interconnection between these two institutions, an inter- 
dependency and various mechanisms for cooperation. 


We need decisions on fundamental issues. Let us recall 
the first words of the Constitution of the United States: 
“We the people.” This is not simply a phrase, it is an 
essential premise of the entire Constitution, of all legis- 
lation of the United States. In observing our democratic 
commentary, I do not find the word “people” there. 
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Therefore, we should register the fact that the source and 
subject of power in democratic Russia is the people. 
Only then will we be able to count on suppor: for the 
referendum. 


Now about the form of the state structure. This question 
is also debatable and complicated. It seems to me that if 
we proceed from a complex of unique conditions, factors 
in history, and modern life in Russia, we must recognize 
that we need a presidential republic. | would even say a 
republic after the French model, whereby the president 
not only heads the executive branch, but is also the 
supreme arbiter between the government and the parlia- 
ment. 


Here a strong presidential power presupposes a strong 
parliament, on the one hand (as the organ of legislative 
power) and on the other—a sufficiently developed, inde- 
pendent judicial system. That is, one cannot construct a 
presidential republic without these two most important 
counterweights. 


(Muravyev] I think the referendum was doomed to 
failure from the beginning. For example, to preserve the 
Union or develop it, to create the post of president 
without defining what a president is. With this approach, 
a considerable field of activity is created for various 
kinds of politicians, each of whom will say: Well, you see, 
we voted this way. Then the interpretation begins: But 
what did the people vote for? 


Another version. Give us specific problems to solve. But 
then it would be as if we had invited a specialist in the 
Japanese language here. He would give us a phrase, and 
each would translate it in his own way. And we sitting 
here at the table would vote to try to decide who had 
given the more correct translation. This is approximately 
what is being proposed to the people now: What kind of 
republic are you for, a parliamentary republic or a 
presidential one? 


To propose a solution to such fairly specific and compli- 
cated problems to untrained people is, on the one hand, 
immoral, and on the other—again we will not obtain a 
normal answer. 


[Atamanchuk] Before jumping into a raging river, we 
must think about why we are jumping. We have 
jumped.... 


[Sliva] ....after standing on the bank for seven years. 
[Atamanchuk] Therefore, we must swim. 


[Postovoy] While looking in the direction the river is 
flowing. 


[Atamanchuk] That is way you swim. I think we can find 
precise formulas and mechanisms to save ourselves from 
eternal despotism and other eternal Russian things. 


[G. Maltsev] Frankly, I am disturbed by the wording of 
the questions according to which any attempt critically 
to evaluate the decree of the Seventh Congress on 
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conducting the referendum, to look at it with a new view, 
is declared to be “revisionism.” In any case, as soon as 
there is any doubt about some decision, it must be 
checked. The law is a means of social control. 


Juridical uncertainty prevails around the forthcoming 
referendum. By adopting a compromise decree regarding 
the referendum and stabilization of the constitutional 
structure, the Congress dealt improperly with both the 
Constitution and the law on the referendum. Time is 
passing, and we still do not know what we will be voting 
for. This is an unprecedented case in world practice. 


I have looked at the laws on referendums of several other 
countries. I have before me a book on referendum in 
Spain. And there it is written quite clearly: The body that 
makes the decision to conduct a referendum must 
include at least two absolutely necessary, compulsory 
components: the date that the referendum will be held 
and a clear question that the body of voters must answer. 


But the Congress, having scheduled the referendum, 
relinquished to another organ the right to word the 
questions and their texts. This is an elementary violation 
of the Constitution. On this basis there is a possibility of 
returning to the Congress decree. 


We are conducting a referendum under conditions where 
there are large gaps in legislation on referendums. This is 
the same thing as bringing the ship of state into the 
stormy sea of politics with extremely imperfect naviga- 
tion instruments. 


I would like to draw special attention to the following. 
The Russian law on referendums, as distinct from many 
foreign ones, allows the possibility of including alterna- 
tive decisions on the referendum (I have in mind alter- 
native texts regarding one issue or another). I repeat— 
the texts, and not the issues themselves. Thus, the citizen 
who appears at the polling place will be given the right to 
choose the wordings and the decisions. While he should 
be given the right to choose one alternative: “‘yes” or 
“no,” that is, you vote “for” or “against.” And when he 
has dumped on him something that has not been worked 
through by politicians, legislative organs, he ends up in 
an unusually difficult position. 


[Ivanchenko] We have a tradition of appealing to the 
people only after all is already lost. Both the Bolsheviks 
and the Mensheviks did that, appealing to the people in 
a difficult situation. 


[Maltsev] I think the Law on Referendum should be 
revised in the spirit of clearly specifying on the refer- 
endum questions for which there are only straightfor- 
ward answers. And no other alternatives. Unless this 
happens, the subject of the referendum will not be 
specific. 


I would like to second an idea that has already been 
voiced here, that in Russian legislation there is abso- 
lutely no guarantee of execution of the referendum 
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decisions and the responsibility of the high officials is 
not specified. We cannot proceed to a referendum 
without such guarantees. 


[V. Korobeynikov] From the standpoint of sociological 
analysis, from the moment of the election of the presi- 
dent of Russia, one could see a tendency toward reduc- 
tion of citizen participation in voting. In 1992 the 
percentage of voters who showed up for the election of 
people’s deputies in individual districts to replace those 
who had retired was a little more than 30 percent. This 
figure cannot be considered sufficient for the referendum 
to pass here. 


Moreover, there is a great danger that part of the body of 
voters will not participate in the referendum because of 
the regional political situation. According to my esti- 
mates, about 40 million voters would show up for the 
referendum now—out of the 106.5 million who are on 
the lists. 


We could ‘“‘stretch” the referendum as a result of the 
voter-intensive regions, which have 7 million, 3 million, 
and so forth. 


In order for the referendum to be held, we must get 55 
million. This is possible in principle, but only from the 
Russian-speaking areas. Then the subjects of the Feder- 
ation could say to us: “The Russians voted, let them be 
the ones to straighten it out later.”’ That is, dangerous 
political consequences are hidden here. 


I think there has been absolutely no development of an 
analysis of the possible degree of participation of the 
citizens. But an attempt at such an analysis shows that 
the prospects are such that the chances of success are not 
very good. 


But even prognosticatory data will not save those issues 
that will be put to a vote. The fact is that according to the 
Constitution and according to the Law on Referendum, 
these constitutional issues (and that is precisely what 
they are) must be voted on by more than half of the 
voters on the lists. That is, by that same 55 million. 
Consequently, in order for us to gather the votes “for,” 
these issues must receive not 55 million but 10-15 
percent more, or about 70 million. I think that from a 
sociological standpoint, we are not ready for the refer- 
endum. It must be postponed if no other decision is 
adopted. 


[V. Koreshkov] In order to hold a referendum, it is 
necessary to have a calmer political situation and a 
clearly expressed creative will of all forces that exist in 
the society. This condition has not been met. There 
continues to be a keen political struggle, and the forth- 
coming referendum, unfortunately, will only aggravate 
this struggle, and it will not lead to social accord, which 
in principle is what the purpose of the referendum 
should be. 


Nor can we conceal the fact that now each of the two 
main sides existing in our society (presidential and 
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parliamentary) is fighting to gain the greatest possibili- 
ties of influencing the voters. One group has greater 
possibilities, and the other—lesser. 


Competition for the greatest possibilities of influencing 
the voters is an uncivilized approach. Obviously, the 
possibilities of the different branches of power should be 
equal. This requires effective control. Possibly even 
control from the Constitutional Court. 


{[Baburin] We have already heard here the idea of which 
concrete measures can be taken to make sure people 
come to the referendum. I think the most realistic means 
of convincing people of the need to express their will is to 
include in the wording of the referendum (and to have 
the Supreme Soviet do it) the issue that after the 
approval of the basic provisions of the Constitution 
there will be early elections of the president and deputy 
corps of Russia. And give the specific date of the new 
early elections. 


Moreover, if on 11 April we see that our crisis situation 
is exacerbated, we must raise the question in general of 
early termination of the authority of both the president 
and the deputy corps, as well as the current members of 
the Constitutional Court. 


{[Mityukov] More illusions of Russian unity.... 


[Postovoy] One could ask the question of how they feel 
about the spreading of rumors about conducting a Con- 
stituent Assembly. 


[Baburin] I want to say that I am in favor of a Constit- 
uent Assembly, but on the scale of the entire former 
Soviet Union. 


{[Postovoy] But that, frankly, would mean preparing for a 
coup d’etat, because unconstitutional methods would 
begin to be used. 


[Baburin] If it were on the scale of the Russian Federa- 
tion—you are absolutely right. But, in my opinion, we 
already have decisions about how to deal with people 
who form unconstitutional structures and unconstitu- 
tional power organs. 


{[Logunov] In any case, one conclusion can be drawn: 
The results of the forthcoming referendum and its con- 
sequences for Russia are unpredictable. And the coun- 
try’s leaders must think hard about that, setting their 
personal ambitions aside. 


Political Parties State Position on Referendum 


Reform Coalition Favors Referendum 


934F0041A Moscow ROSSIYSKIYE VESTI in Russian 
23 Jan 93 p 2 


[Unattributed report: “Reform Coalition: We Vote 
*Yea’!”’} 
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[Text] The parliamentary Reform Coalition remains as 
before in the ranks of confirmed supporters of constitu- 
tional referendum. At a press conference which took 
place a few days ago at the parliamentary center on 
Tsvetnoy Boulevard, Coalition participants expressed 
bewilderment and indignation at the fact that the Civic 
Union and Supreme Soviet Chairman Ruslan Khasbu- 
latov are doing everything in their power to disrupt it. 
Whereas everything 1s clear in this regard with respect to 
the speaker—who wrote in ROSSIYSKAYA GAZETA 
recently that he was afraid the people would be evalu- 
ating not the mechanism of mutual relations of the 
powers, but rather the specific personalities representing 
these powers—the stubbornness of Civic Union is dis- 
tressing to a lesser degree. In the opinion of the reformist 
colleagues, the centrists, who are fighting for early elec- 
tions, are losing sight of the fact that these muy be 
conducted only after adoption of a new constitution, and 
therefore the referendum is necessary. True, the Reform 
Coalition believes that even after conclusion of a refer- 
endum the Congress of People’s Deputies will not deal 
with adoption of a new constitution—after all, they 
would then have to part with their cherished credentials 
and other privileges. One of the leaders of Reform 
Coalition, Sergey Yushenkov, told ROSSIYSKIYE 
VESTI that he sees events as taking place in the 
sequence: referendum—elections to a constitutional 
assembly—adoption here of a new constitution—early 
elections. And it would be a constitutional assembly, 
Sergey Nikolayevich emphasized—not a constituent 
assembly which would have broader powers. As far as 
the particular principles of electing assembly members 
are concerned, these have not yet been elaborated. There 
are a few hotheads, however, who believe the Law of the 
Russian Empire on Elections to the Constituent 
Assembly of 1917 would be entirely suitable. 


RDRM’s Popov on Possible Referendum Results 


934F0041B Moscow ROSSIYSKIYE VESTI in Russian 
23 Jan 93 p 2 


{Unattributed report: “Gavriil Popov: ‘Win May Turn 
Into a Loss””’} 


[Text] In the opinion of RDRM [Russian Movement for 
Democratic Reform] leader G. Popov, the present Con- 
gress of People’s Deputies of Russia will never adopt a 
new constitution. “I think the number of supporters of a 
constituent assembly will swiftly rise as the crisis 
deepens in mutual relations between the presidential 
structure and representational authority personified by 
the congress and Supreme Soviet. The first signs of such 
a crisis are already at hand. Masses of people who today 
do not want this crisis are trying to avoid an exacerba- 
tion of relations. They have not yet come to advocate the 
convocation of a constituent assembly, but tomorrow 
will be forced to support this initiative by the very logic 
of development of the process.” 


A great deal of attention has been devoted to the coming 
referendum. In this regard, G. Popov believes that a 
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special danger is presented in attempts to impart to 
activities of the Congress of People’s Deputies a certain 
legitimacy in the matter of confirming the principles of a 
new constitution. He says that if the people vote in a 
referendum for principles of the constitution, the con- 
gress will be compelled to confirm these. But the win 
promised by the referendum may turn into quite a grave 
danger. If, for example, the referendum results support 
formulations not to the liking of the congress, it will 
adopt all the same those formulations which do suit it. 
The president can hardly be expected to go along with 
this interpretation of the referendum results. A new 
spirai of conflict will begin, the Constitutional Court will 
have to get involved again, and the matter will not 
budge. 


RKhDD Declares Constitution Issue for Congress 


934F0041C Moscow ROSSIYSKIYE VESTI in Russian 
23 Jan 93 p 2 


[Unattributed report: “Christian Democrats: ‘Bring the 
Matter of Early Elections to a Plebiscite’”’] 


[Text] Viktor Aksyuchits, leader of the Russian Christian 
Democratic Movement (RKhDD), has stated that a new 
Russian Federation constitution must be adopted not in 
a referendum, but at an extraordinary congress of peo- 
ple’s deputies. And if a plebiscite does take place, the 
question of early universal elections must be brought to 
it. 

The Christian Democrats believe the congress must be 
convened in the next few months, prior to the scheduled 
referendum. The constitution adopted at this congress 
must be considered temporary in nature and its term of 
validity limited to two or three years of a “transition 
period,” up until convocation of the constituent 
assembly. 


Republican Party Official on Referendum, Party 
Orientation 


934F0024A Moscow DELOVOY MIR in Russian 
23 Jan 93 p 1 


{Interview with Cochairman of the Republican Party of 
Russia Vyacheslav Shostakovskiy, by DELOVOY MIR 
commentator Boris Krotkov, place and date not given: 
“Vyacheslav Shostakovskiy: We Are for the President, 
the Parliament, and the Judiciary To Balance One 
Another’’] 


{Text} 


{[Krotkov] Vyacheslav Nikolayevich, you are an experi- 
enced politician, and of defined leanings at that: In the 
beginning of perestroyka, while holding a prominent 
position in the CPSU, you began fighting the totalitarian 
regime, and ended up being one of the founders of the 
Democratic Russia movement; today you are a 
cochairman of the Republican Party of Russia.... There- 
fore, I would like to structure our interview around 
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political issues, leaving aside economic ones. Besides, 
with respect to the economy, it is, as they say, clear as 
crystal—there 1s no end in sight to the crisis; production 
continues to decline; money devalues; prices go up; 
people get impoverished. In your opinion, however, 
what is the defining factor in the political situation in 
today’s Russia? 


[Shostakovskiy] The same thing—a crisis. Of a some- 
what different kind, however. While with respect to the 
economy it is the same on the federal and local level, in 
politics it is different. At the federal level, political life is 
very active—just watch the parliament's work, the pres- 
ident’s behavior, the confrontation of various political 
groups. Locally, however, on a grass-roots level, people 
do not talk about politics and do not want to listen to 
politicians. At the “bottom level,” we have no demand 
for politics. The mass consciousness rejects all these 
countless parliaments, forums, and congresses we like so 
much to convene at the federal level. The cause of all this 
is one and the same: The people believe that politicians 
are useless. But the crisis in politics also has a flip side: 
Politics is not in demand on the part of the authorities, 
either. Neither the legislative nor the executive branch is 
engaged purposefully in nurturing a multiparty system. 
Taken together, all of this is very regrettable, since if the 
elections were to take place tomorrow, the parliament 
would again end up consisting of loudmouths and dem- 
agogues, instead of serious statesmen backed up by 
serious political programs. 


[Krotkov] A harsh analysis, no question about it. Still, in 
your opinion, is there a regrouping of political forces? Is 
their weight in the society increasing? 


[Shostakovskiy] I absolutely disagree with those who say 
that the society is split. We do not have a 1917 situation 
today, when each of the two sides in the clash was clearly 
defined. It is more correct to say that our society is like 
an atom. At the same time, there is no opposition 
between its individual particles. Each political party 
must strive for success, but so far there is not any one 
am.ong them that has had at least some noticeable 
influence on the masses. Given the situation of no 
demand for politics in the society, there is no reason to 
expect that the influence of any particular party will grow 
in the foreseeable future. 


[Krotkov] I am afraid that your own colleagues from 
Democratic Russia will disagree with you. They keep 
saying that very soon, any time now, Anpilov and 
Sterligov, supported by the lumpens, will usurp power. 
The latter, in turn, try to scare us with the specter of a 
dictatorship by radical democrats. 


{Shostakovskiy}] What we have in both instances is a 
certain propaganda trick, as well as self-advertisement. 
By the way, as the Seventh Congress of People’s Depu- 
ties showed, manifestations of political radicalism on 
either side are rejected by the society. A radical direction 
in politics, whether it is to the left or the right, currently 
will be unsuccessful. I will even tell you this: Society does 
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not like all this yelling: Disband, dissolve, kick out.... 
Some want to dissolve the parliament; others to kick out 
the president; still others—to oust both the parliament 
and the president; this is not, however, what the people 
need now. Their life is hard; they are trying to figure out 
how to survive. Those who hope that they will be able to 
rouse hundreds of thousands of people to any rallies or 
mass actions in support of some or other political 
position are wrong. 


{Krotkov] Do you think that it will be possible to rouse 
people to a referendum? 


[Shostakovskiy] There is the danger that people will not 
go to a referendum. This would be bad for everyone, 
because it would postpone for a significantly long time 
the resolution of the problem of the Basic Law. It is not 
good for a state to have a Constitution to which there 
had been 259 amendments before the Seventh Congress; 
after the Congress, I simply stopped counting them. As a 
result, we have a Constitution that nobody knows, with 
the exception of a few professors of law. 


[Krotkov] We currently hear calls from the Democratic 
Russia camp not to put the question of the Constitution 
to a national vote. They propose to decide to whom to 
give preference—the president or the parliament. Do 
you not think that Democratic Russia is attempting to 
substitute issues here? 


[Shostakovskiy] I see that you place emphasis on the 
words, “Democratic Russia.”” Let me tell you: There is 
no monolithic Democratic Russia movement. There are 
moderates and liberals—with whom I belong, for 
instance—in this movement, but there also are extreme, 
radical elements. As to the president’s statement that 
losing is unacceptable, I do not understand that, either. 


{[Krotkov] What kind of state does your faction in 
Democratic Russia support: a presidential republic, a 
parliamentary republic, or perhaps, some other system of 
government? 


[Shostakovskiy] We support a system where all three 
branches of power—the president, the parliament, and 
the judiciary—balance one another. That is, we are for 
true, full-fledged democracy and against an authoritarian 
regime. We know from history that authoritarian 
regimes like very much to engage in self-preservation. 


[Krotkov] Let us try to peek into the future. The refer- 
endum has taken place; the people have approved the 
basic planks of the new Constitution. What next? How 
will events develop? It is clear that elections will have to 
be held. When, in your opinion, can they take place? 


[Shostakovskiy] In this respect I am a pessimist. I think 
that we are doomed to live with the current deputy corps 
until its powers expire. It is impossible to assume that 
the Supreme Soviet will react calmly when it sees that 
someone is digging its grave. It will find a way to stay in 
power longer. 
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{[Krotkov] There are three main directions in political 
structures today: the left, which is the neo-communists 
and neo-socialists; the center; and you, the right. But you 
are also split. Why would you, the liberals, not unite with 
the center? By the latter 1 mean first and foremost the 
Civic Union. 


[Shostakovskiy] The point is that the Civic Union is not 
just a center—it is left-of-center. And it is increasingly 
drifting in the direction of a socialist outlook, to be more 
precise, towards social democracy. We and these people 
are not traveling the same road. In this connection, I 
want to mention that lately we have been actively 
holding various consultations that may bring about the 
formation of a right-of-center bloc, oriented toward 
liberal values. You want to know whom it may include? 
Strictly tentatively, it may include the Economic 
Freedom Party, the League of Cooperatives and Entre- 
preneurs, Association of Peasant and Private Farms, 
some trade unions... 


[Krotkov] Do you wish to tell something to entrepre- 
neurs? 


[Shostakovskiy] I wish they supported the development 
of a multiparty system in Russia now. They need it more 
than anyone else. 


‘Civic Union’ Official Views on Gaydar, 
Chernomyrdin 


934F0024B Moscow DELOVOY MIR in Russian 
12 Jan 93 p 1 


[Interview with Professor A.P. Vladislavlev, one of the 
Civic Union leaders, by DELOVOY MIR commentator 
Boris Krotkov, place and date not given: “The Civic 
Union Supports Chernomyrdin’s Government”’] 


[Text] 


[Krotkov] Last year Ye.T. Gaydar and his team of 
confederates was regarded by many as the main, decisive 
factor in the consistent implementation of economic 
reforms. Now Yegor Timurovich is no ionger a part of 
the government. Almost all of his team has remained, 
though. I know that the Civic Union’s experts are 
following the government’s activities attentively. Can 
you, Aleksandr Pavlovich, say that it continues along 
Gaydar’s road? 


[Viadislavlev] Let us first define which Gaydar we are 
talking about. The Gaydar of the initial period of reform 
and the Gaydar of November are in many respects 
different people. Gaydar started on the erroneous course 
of reform, but then rejected it. I mean his transition from 
a strictly monetarist system to the use of new economic 
levers. In the end, he took a course that in many respects 
was the opposite of what he had followed in the begin- 
ning. This later-period course of his is undoubtedly being 
followed by the current government. 
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This is my first remark. Now the second: Gaydar’s team 
was not homogeneous. While Gaydar himself was the 
generator for the conducting of a tough monetarist 
policy—especially, I repeat, in the beginning—Sergey 
Glazyev and Vladimir Mashits, for instance—talented 
economists, by the way—belonged to a different eco- 
nomic school, called structural economy. There was an 
Ongoing serious and complex discussion in the govern- 
ment when Gaydar was there. 


{[Krotkov] How stable does the current composition of 
the government seem to be? 


[Vladislavlev] I think that we will see some serious 
changes. 


{[Krotkov] Of specific steps of Chernomyrdin’s govern- 
ment, which ones can you support, and which ones, in 
your opinion, deserve criticism? Not much time has 
passed yet, of course... 


[Vladislavlev] Precisely. Right now they are working on 
different options for getting out of the crisis. Chernomyr- 
din, as you can see, continuously holds meetings with the 
directors, the economic managers. He purposefully tries 
to gain a deeper understanding of the situation, to 
compare the points of view of businessmen on the local 
level. I hope everything will go well. 


{Krotkov] Are you in contact with Chernomyrdin’s gov- 
ernment? 


[Viadislavlev] Yes, directly. The Civic Union and the 
Russian Union of Industrialists and Entrepreneurs 
believe it necessary to help Chernomyrdin and the 
government in every way possible to more effectively 
and decisively resolve the current situation. 


Rutskoy’s, Rumyantsev’s Parties Join Forces 


934F0024C Moscow KOMMERSANT DAILY 
in Russian 13 Jan 93 p 12 


[Report by Yekaterina Deynego: “Rumyantsev’s Party 
Joins With Rutskoy’s Party’’] 


[Text] A meeting of the leadership of the People’s Party 
“Free Russia” and the Russian Social-Democratic Center 
took place on 12 January. Present at the meeting were 
Oleg Rumyantsev, chairman of the council of the Social- 
Democratic Center, and Vladimir Lipitskiy, chairman of 
the board of the Free Russia party. The result of the 
meeting was the signing of the Agreement on Political 
Cooperation and Interaction. 


The agreement between “Rutskoy’s party” and “Rumy- 
antsev’s party” is the continuation of the Civic Union’s 
strategic line toward the fastest possible consolidation of 
centrist forces. On the eve of the new year, the Civic 
Union's political council recommended to its members 
to enter into a number of bilateral political agreements. 
It was expected that the Free Russia party would sign an 
agreement with the social-democrats, the Democratic 
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Party of Russia—with the Union for the Renewal of 
Russia, and the All-Russia Renewal Union—with the 
Workers Socialist Party. 


Following the provisions of this agreement, these two 
political associations are supposed in the near future to 
propose the initiative for holding an “interparty round 
table,” to discuss the main planks of the new Russian 
Constitution. In addition, the social-democrats and 
“Rutskists” have agreed to enter a close political union 
for the purpose of preparing for the 1993-94 election 
campaign. As Oleg Rumyantsev told KOMMERSANT, 
the main task in the current political situation is to 
consolidate all centrist and social-democratic forces in 
the country. 


RSFSR Communist Party Revival Called For 


Party Program Described 
PM0502100193 Moscow SOVETSKAYA ROSSIYA 
in Russian 4 Feb 93 p 4 


[Report by A. Frolov: “For Communists To Decide’’] 


[Text] “First we will look at what kind of program and 
rules we are being offered and then we shall decide 
whether to join this party”’—that argument is current 
among many Communists who are still hesitating and 
have not determined their attitude toward the process of 
the restoration of the RSFSR [Russian Soviet Federated 
Socialist Republic] Communist Party. In my view this 
position is a relic of the past, when the “bosses” pro- 
claimed slogans and the party masses had to “unani- 
mously approve” them. Now each person has the full 
right to approve nothing, but the passive awaiting of 
signals “from above” has remained. 


It is essential to make a | 80 degrees turn in psychological 
terms. The party is being restored from below and its 
program and rules will be as the Communists and their 
delegates at the forthcoming congress want to see them. 
The published drafts of the congress Political Statement 
and the party Rules are only the initial material for 
discussion and do not decide anything in advance. 
Everything will be decided by the discussion in the 
primary organizations and at conferences and the con- 
gress. The members of the organizational committee’s 
program commission headed by Professor I. Osadchiy 
understand this well. 


“The draft political statement we have proposed,” Ivan 
Pavlovich told me, “is not a program but rather the 
theses for a future program. Considering the very acute 
lack of time we restricted ourselves to a document of 
precisely this kind which speaks succinctly of the renewal 
of the party’s activity, the reasons for its temporary 
defeat, and of the fact that Russia’s salvation can be seen 
in its return to a socialist path of development. 


[Frolov] In the decisions of the party conferences which 
have been held and in many comments the draft’s basic 
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provisions are as a rule taken as a basis for discussion. 
But there is also a lot of criticism from both “the right” 
and “‘the left.” 


[Osadchiy] Yes, the critics “from the right” find exces- 
sively traditional formulas in it while the critics “from 
the left” sometimes very angrily accuse it of social 
democracy and discern “the pricked ears of Gorbachev- 
ism” and so forth. We intend, without going to extremes, 
to offer the congress delegates a number of fundamental 
changes and specifications formulated with a consider- 
ation for the bulk of the comments and proposals which 
are coming in. 


First, it must state more clearly the party’s loyalty to the 
ideas of Lenin and October. 


Second, it must analyze more fully the objective and 
subjective reasons for the party’s defeat, for the depar- 
ture from the socialist course for the country’s develop- 
ment, for the collapse of a great power—the USSR. 
Incidentally, I shall note that the initial text of the draft 
approved by the organizational committee presidium 
revealed this question in more detail. 


Third, it should be stressed that the party will struggle for 
the restoration of the power of the working people, for a 
change to the social composition of the soviets, in which 
there are now virtually no workers and peasants, and for 
the recall of antipopular deputies. 


Fourth, in place of the not completely defined theses of 
“‘a planned market economy” and “the rational combi- 
nation of various forms of ownership” we must clearly 
state the course toward a socialist economy and support 
for those forms of ownership which rule out man’s 
exploitation of man and guarantee social justice and the 
growth of the people’s prosperity and the country’s 
economic might. 


Finally, the Russian Communists must state firmly that 
they are in favor of a firm alliance of Communists of all 
republics of the USSR and the resurrection of a single 
Soviet state. 


Naturally, only a few of the most important proposals 
have been cited and the completion of the draft is not 
limited to them. But the last word in any case belongs to 
the congress delegates. 


[Frolov] Obviously the congress will also make specific 
decisions regarding the party’s strategy and tactics for 
the immediate future. 


{[Osadchiy] The program commission deems it essential 
to submit to the congress draft resolutions on solidarity 
with the Communists of nearby and remote foreign 
parts, on our attitude toward the bourgeois draft consti- 
tution and the |1 April referendum, and on internal 
party tasks. It is essential to appeal to all Communists to 
rally despite existing differences into a unified Russian 
communist organization. After all, there is a very great 
deal that unites us. 
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Contact telephone numbers for the program commis- 
sion: 205-41-38 and 203-57-52. 


Revival Congress Previewed 


PM0402142993 Moscow KOMSOMOLSKAYA 
PRAVDA in Russian 4 Feb 93 p 2 


[Report by S. Stremidlovskiy: “Not Everything That 
Walks Abroad Is a Specter’’] 


[Text] Russia’s Communists intend to unite. Recently 
Valentin Kuptsov, former first secretary of the RSFSR 
{[RUssian Soviet Federated Socialist Republic] Commu- 
nist Party, announced that the second congress of the 
Russian Federation Communist Party will be held in 
Moscow in February this year. The communist leaders 
intend it to be a reviving and uniting congress. 


“We won victory at the Constitutional Court and we 
want to strengthen that victory organizationally,” Val- 
entin Kuptsov said in a talk with your KOMSOMOL- 
SKAYA PRAVDA correspondent. “After the repeal of 
that part of Russian President Boris Yeltsin’s edict 
which spoke of dissolving primary communist party 
Organizations created on the basis of the territorial 
principle, we began to gather the party together again. | 
shall say honestly that we are in a hurry to hold a 
congress...”” 


The haste in holding a party meeting, in observers’ 
opinion, is caused by the new Communists’ desire to be 
able to act in unison for the April referendum. 


Obviously, of all the formulations of the questions which 
may appear on the ballot slips, only one is most accept- 
able to the Russian Federation Communist Party—the 
holding of early re-elections in the spring of 1994. Since 
it can already be said that the Russian Federation 
Communist Party has chances of becoming a serious 
political force. 


In the opinion of experts, Valentin Kuptsov and his 
comrades could in a brief period of time acquire about 
500,000 supporters. And they will not be the passive 
ballast which predominated in the old CPSU but vig- 
orous and convinced party members tempered by grave 
ordeals in the period of the formal ban on the Commu- 
nists’ activity. 


Actually, in the field of the struggle for the minds of 
former members of the Union communist party the 
Russian Federation Communist Party has rivals. The 
most important is the Russian Communist Workers 
Party [RCWP], which took part in the restoration work 
at the initial stage. But the party’s Chelyabinsk congress 
refused to take part in work to restore the Russian 
Federation Communist Party, declaring itself to be the 
only legal heir to the honor, mind, and conscience of our 
era. 


The leaders of the RCWP (V. Anpilov and V. Tyulkin) 
although they do not have such great organizational and 
apparatus experience as their rivals, are well known 
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among the masses. It was none other than Anpilov who 
led the dissatisfied and to some extent embittered mem- 
bers of the disbanded CPSU in the summer to 
“Ostankino” and all year to the “White House.” The 
RCWP Central Committee’s main complaints against its 
rivals come down to accusations of opportunism and 
bourgeois deviationism, servility toward the reforms, 
and an antirevolutionary mood. 


Other grievances are also slipping through indirectly and 
could in fact be the main ones. Thus, the RCWP ideol- 
Ogists quite reasonably ask their opponents where they 
were before, when the “anticommunist hysteria” was 


raging. 


But nonetheless the grassroots members of the RCWP, in 
Valentin Kuptsov’s opinion, support the holding of a 
reviving and uniting congress of the Russian Federation 
Communist Party and are prepared to take part in it. 
According to news agency reports, the majority have 
already registered en masse as members of the Russian 
Federation Communist Party. So the RCWP Central 
Committee organizational bureau is having to change its 
tactics on the move. Their latest step is the formation of 
a parallel organizational committee and elections of 
parallel deputies from the RCWP to the congress. 


Other parties of communist orientation (the Labor 
Party, the Union of Communists, and so forth) intend to 
cooperate with the organizational committee with great 
caution. The reasons which make this cooperation diffi- 
cult are mainly the personal ambitions of the leaders of 
the pygmy parties and their unshakable confidence in 
their own orthodoxy. 


It remains to be noted that the new Russian Federation 
Communist Party has chances of becoming the first 
among all Russian parties in numerical terms. Whether 
it will become first in terms of influence on the country’s 
political life, time will tell. 


NSF Holds First Session 


934F0047A Moscow NEZAVISIMAYA GAZETA 
in Russian 2 Feb 93 p 2 


fYe.K. report: “First Session of the NSF Over: The 
Patriots Are Preparing a ‘Festival of Protest”’’] 


[Text] The first session of the National Salvation Front 
[NSF] was held 30-31 January in the Moscow Obiast 
community of Ivanteyevka. This was essentially the first 
(since the constituent congress) meeting between mem- 
bers of the NSF Political Council and representatives 
from the localities. 


Seated in the presidium was the entire flower of the 
patriotic opposition: Mikhail Astafyev, Gennadiy Zyu- 
ganov, Ilya Konstantinov, Albert Makashov, Valentin 
Rasputin, Gennadiy Sayenko, Sazhi Umalatova, Igor 
Shafarevich and Richard Kosolapov. 
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Also present at the session was Anatoliy Lukyanov, 
former chairman of the USSR Supreme Soviet, who had 
only just been released from prison. ‘Anatoliy Ivanovich 
has not changed one bit and looked very hale and hearty. 
Only he is now completely gray,” a participant in the 
session who had earlier been very close to the principal 
speaker of the Union, told your NEZAVISIMAYA 
GAZETA correspondent. 


Truly, Lukyanov’s good spirits could not be denied. In 
his short speech he expressed full support for the NSF 
and, relying on his own experience, called on the strong 
state advocate-patriots to seek support in the local 
soviets of people’s deputies. 


Lukyanov concluded his speech with words to the effect 
that they (that is, the Emergency Committee people) 
“will soon be facing a big battle, and the trial will be a 
very onerous ordeal.” 


Despite the fact that Anatoliy Lukyanov’s speech was 
greeted with stormy applause, the participants in the 
session were far more critical of other leaders of the NSF. 
The NSF leaders were castigated for a lack of the 
necessary work in the Russian heartland, “where no one 
has heard a thing about the Front.” 


The most radical patriots proposed that there be a 
change in all nine cochairmen of the NSF. But ultimately 
this question was put off until the next session, which it 
is planned to hold at the start of April. 


A number of resolutions, including on the attitude 
toward the constitutional referendum, was adopted at 
the end of the session. Since the patriots were unable at 
the session to agree on what was better—boycotting the 
referendum or voting against the heads of the new 
constitution—both these appeals are still included in the 
document. 


The principal upcoming action of the patriots was deter- 
mined at the NSF session. This is a “festival of protest,” 
which it is planned holding on 23 February. 


Founding Conference of ‘Revival Union’ Reported 


934F0047B Moscow NEZAVISIMAYA GAZETA 
in Russian 2 Feb 93 p 1 


[Report by Yevgeniy Krasnikov: “Union for the Revival 
of Russia: We Are Hedgehog-Boys; The Moderate Oppo- 
sition Has Formed Its Bloc’’} 


[Text] The founding conference of the Union for the 
Revival of Russia (SVR) opened on 30 January in 
Moscow’s Parliament Center to the sounds of the 
“Evening Chimes” played by the Bayan Chamber Sym- 
phony Orchestra. A hedgehog ringed by the white- 
blue-red (national) and black-yellow-white (state) flags of 
Russia has been chosen as the emblem of the new 
organization. ‘““Too many vipers have bred in the Rus- 
sian forest. It is time to release the hedgehogs,” Dmitriy 
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Rogozin, leader of the Revival Union, explained his 
choice to your NEZAVISIMAYA GAZETA correspon- 
dent. 


The new political association intends attracting to its 
work both new people and the members of existing 
political parties and movements. “Russia will unfailingly 
be reborn as a great and powerful state,’ Dmitriy 
Rogozin said in his opening remarks. This statement, 
bolstered by quotations from Stolypin, Dostoyevskiy, 
Rousseau, and Spinoza, evoked stormy applause. 


According to the leaders of the SVR, their organization is 
more interested in “solidity and representativeness” 
than in the large number of its members. The fact that 
the organizers of the union wish to attract the highest 
part of the Russian establishment was manifested dis- 
tinctly merely in the personal composition of the partic- 
ipants in the constituent conference. 


Their thoughts on the state of affairs in Russian policy 
and the economy were shared with those assembled by 
Yevgeniy Saburov, former deputy prime minister and 
now leader of the government's Center for Information 
and Social Technology, Academician Nikita Moiseyev, 
member of the Russian Academy of Sciences, Sergey 
Kuleshov, chief of an agency of the State Committee on 
National policy, and others. 


A distinguishing feature of the conference was the par- 
ticipation of a large number of prominent Russian 
entrepreneurs. Thus, present in the hall were Andrey 
Loginov, vice president of the Russian Investors Union, 
Eldar Kovrigin, president of the Peasant Trading House, 
Sergey Kalashnikov, president of the Moscow Associa- 
tion of Entrepreneurs, representatives of Menatep and 
other Russian banks, and also the owners of major 
supermarkets. 


Some entrepreneurs, Loginov and Kalashnikov particu- 
larly, are a part of the leadership of the Union for the 
Revival of Russia. It cannot be ruled out that there are 
other well-known entrepreneurs among the leaders of the 
union, for that matter. “For business people who do not 
care for the limelight we have provided anonymous 
membership,’ Dmitriy Rogozin explained to your 
NEZAVISIMAYA GAZETA correspondent. 


The Union for the Revival of Russia contemplates 
paying great attention in its activity to economic prob- 
lems. Thus one of its immediate tasks is the organization 
of hearings of the economic programs of the main 
political blocs, in which, it is anticipated, both promi- 
nent economists and entrepreneurs of Russia will take 
part. 


The Revival Union intends to attempt to gain represen- 
tation in the Russian parliament. The corresponding 
organizational work has been entrusted to Oleg Plotni- 
kov, member of the Smena group of deputies. 


Some leaders of the Union for the Revival of Russia are 
part of the leadership of the RAU Corporation, the 
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Forum-90 young leaders association, and the Moscow 
Press Club. It may for this reason be assumed that the 
new political organization will avail itself of the useful 
possibilities of these structures also. 


It is perfectly obvious what place the Revival Union will 
occupy in the overall political spectrum: between the 
Civic Union and the National Salvation Front. The 
leaders of the SVR will, by all accounts, gravitate far 
more toward a coalition with the center bloc here. As 
members of the union's leadership declare, they hope in 
the future to become full participants in the roundtable 
of the main political forces of Russia, whose principal 
mission should be the establishment of national accord 
in society. 


Viadislaviev on Civic Union, Political Scene 


MK0402140193 Moscow ROSSIYA in Russian No 6, 
3-9 Feb 93 (Signed to Press 2 Feb) p 3 


[Interview with Aleksandr Vladislavlev, vice president of 
Russian Union of Industrialists and Entrepreneurs and 
Civic Union leader, by Liliya Lagutina; date, place not 
given: “Time is the Real President” —first paragraph is 
introduction] 


[Text] The only thing Volskiy and Vladislaviev have 
fundamentally in common is that their surnames begin 
with the same letter. The other biographical details of the 
president and vice president of the Russian Union of 
Industrialists and Entrepreneurs and leaders of the 
Renewal union and the Civic Union are diametrically 
opposed. At present Aleksandr Vladislaviev’s personal 
image is predominantly that of an admirer of Rerikh and 
Shnitke, a successful and talented scientist, the founder- 
organizer of several institutes and academies, and an 
intellectual conversationalist who is at home in Mos- 
cow's Bohemian circles. At various times in the past he 
was an orphanage boy, the bearer of an order, a hero of 
the virgin lands, a well-known hockey player, and a 
movie director manque. As for his political image, on 
Aleksandr Paviovich’s own admission, here he is still at 
school. But it must be borne in mind that Vladislaviev 
the schoolboy finished school with a gold medal, and 
subsequently never got less than top marks anywhere. He 
was a doctor of sciences by the age of 32, and is now an 
academician of the Engineering Academy. All this put 
together is probably what prompted Russian journalists 
to persist in moving Vladislaviev the “political school- 
boy” from one hypothetical ministry post to another. He 
“might have been” foreign minister, minister of foreign 
economic relations, and heaven knows what else. 


{Lagutina] Your “insatiable political ambition” —is that 
an invention of journalists? 


[Viadislaviev] Nothing more. If they offered me any 
ministerial portfolio today I would turn it down. | would 
swear that on the Bible. | am a religious man, the 
grandson of a priest, and | always wear a cross around 
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my neck. My grandfather was a pupil of Father Pitirim, 
and incidentally, his name in the world was also Kon- 
stantin Vladimirovich. 


[Lagutina] So for you politics is a sport, an opportunity 
to fulfill yourself, a chance to acquire power, or all of 
those things? 


[Vladislavlev] I don’t want the well-known attributes of 
power. I had all that from the age of 32. I am a successful 
but totally unfulfilled man. Therefore I can only see 
power as an opportunity to fulfill myself. But, most 
important, I think that at the present time forces like 
Civic Union could change the situation in the country. 


{[Lagutina] Every politician, without exception, talks 
about the people’s good and the country’s good. 


[Vladislavlev] One of the journalist’s tasks is to sort the 
wheat from the tares... 


{Lagutina] What role do you assign yourself in the event 
that the Civic Union’s ideas are successfully imple- 
mented? 


[Vladislaviev] I would like to be involved—and I already 
am—in creating an effective political mechanism, a 
force that everyone would have to reckon with. 


{[Lagutina] You will doubtless agree, Aleksandr Pavlov- 
ich, that that sounds rather abstract, like some kind of 
dream... 


[Vladislaviev] I don’t agree. All my life I have had only 
one dream—to have five sons. Unfortunately, that 
dream has not come true. 


{Lagutina] But it seems to me that it was because of its 
vague stance and the absence of a clear action program 
that the Civic Union was in many ways left nowhere 
after the Seventh Congress of People’s Deputies... 


[Vladislaviev] Everything that has hitherto been written 
about us is a gross exaggeration. The Civic Union is a 
myth. We are only really taking shape today. What did 
we have before? Vice President Rutskoy and Democratic 
Party of Russia leader Travkin in a bloc with us. Travkin 
is a very unusual man, and it is extremely difficult to 
control him. And Rutskoy—whether he likes it or not— 
is dependent on Boris Yeltsin. The president can 
summon him at any moment, and then Aleksandr 
Viadimirovich adjusts his plans and views. 


{Lagutina] Do you think Rutskoy and Travkin have 
changed? 


[Vladislaviev] No, of course not. The Renewal union’s 
action program has changed substantially. It will be a 
political club in which we will enroll many new faces, in 
which intelligent people will have room to develop. In 
these conditions new leaders will emerge, because today 
it is pointless to look for leaders among those whose 
names are well known. Today everyone is looking for 
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someone to settle on, but the wrong people come running 
and the right ones keep quiet. 


[Lagutina] Do you have precise criteria for distin- 
guishing between the right ones and the wrong ones? 
Which category does Sergey Baburin come into, for 
instance? 


[Vladislaviev] Personally, I like him very much. Baburin 
is Cultivated, artistic, intelligent. But he is politically 
committed already. And why? A young man with a lot of 
ambition is moving energetically upward, but there is a 
wall around him... What is he to do? He finds himself in 
the extremist camp, and they are glad to have him. 
Originally Baburin was certainly our man, and maybe he 
still is. One of our mistakes is that we have done virtually 
no work with promising young people. 


{[Lagutina] So why did Boris Yeltsin not heed your 
proposals? People say that you were too forceful in 
seeking to impose your own people on him. 


[Viladislavlev] On the contrary. Our main mistake was 
that we did not offer the country a government team. We 
were rushing around all the time, talking a lot, but we did 
nothing. And at the congress we paid for our own 
sincerity toward the president. 


[Lagutina] But the new premier, Viktor Chernomyrdin, 
is a politician who is close in spirit to the Civic Union... 


[Vladislavlev] We cannot refuse Chernomyrdin our sup- 
port. But the new premier, and at the same time the 
Civic Union, are now prisoners of the situation. I am 
well aware that April is approaching, and the main 
attacks will be directed against us: “You wrecked the 
reforms.” But can Chernomyrdin today stop the conse- 
quences of the economic exercises Gaydar started? No, 
he can’t. He lacks the opportunity to form his own team. 
Much will now depend on his political will. Unless a new 
government is formed, Chernomyrdin will be thrown 
out. That is exactly what a great many politicians want. 


{Lagutina] I worked on an Italian newspaper for a few 
months, at the time when the Seventh Congress of 
People’s Deputies was taking place. I was able to observe 
the reacuuons of various Italian circles to the events 
taking place at the Congress: Gaydar’s resignation, 
Yeltsin’s statement, Chernomyrdin’s appointment. In 
our mass media Gaydar was always represented as the 
favorite of the West, which unconditionally supported 
Gaydar’s course of reforms. Personally, in Italy I did not 
come across a single ardent supporter of Gaydar’s eco- 
nomic policy, and over there the voucherization of the 
country is perceived as frankly idictic. Boris Yeltsin’s 10 
December statement caused a real shock there, company 
presidents put on one side their planned contracts with 
Russia, expecting tanks and a dictatorship. Cherno- 
myrdin was seen by many as a temporary figure, because 
a premier whose hands are tied cannot be taken seri- 
ously... 
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[Vladislaviev] | would support everything you just said. 
Gaydar’s phenomenal popularity in the West was played 
up far too much. It cannot be denied that Yegor 
Timurovich is an educated man and a competent econ- 
omist. But the devastation he wrought in the country is 
comparable only to war. Gaydar is a victim of his own 
model. I am a mathematician, I used to live and breathe 
models, I know how dangerous they are—you lose all 
sense of reality. Yegor was always fiercely determined, 
and acted without putting any limits on his schemes. He 
simply did not know the limits. Shock therapy in Poland 
or Venezuela is a different matter, you can’t compare 
those countries to ours, and they already had entrepre- 
neurs. We only had people from the black economy, and 
incidentally, that is where they still are today. And why? 
Because they are quite comfortable where they are. 


The mistake made by Yeltsin and Burbulis was to make 
Gaydar the number one; I am convinced that if they had 
made him an “Abalkin” [adviser], Yegor could only have 
done good. 


[Lagutina] Do you see Gaydar’s entire economic reform 
solely in black? 


[Vladislaviev] No. It must not be forgotten that he 
created conditions in the country that forced everyone to 
think and to earn a living. But you can’t farm out the 
country’s fate to economic theorists, be it Shatalin, 
Yavlinskiy, or Gaydar. And in this respect Gaydar can 
be cleared of blame. You gave me the job, he can say, and 
I did what my model told me to do. 


{Lagutina] As I recall, Arkadiy Volskiy has talked a lot 
about the Chinese path of development. Also a kind of 
model... 


[Vladislavlev] Yes, Volskiy has talked about it, but not in 
relation to the present situation. As far as the Chinese 
model is concerned, the train left a long time ago, 
because there everything is built on the basis that a very 
powerful mechanism is woven into the fabric of the 
country—the party. We don’t have that. But we are very 
susceptible to all kinds of fetishes. Russia was always 
trying to catch up with Europe, and consequently the 
Russians developed a certain mentality. Peter the Great 
brought in the Dutch, and made the boyars shave their 
beards... We fell into Marxism in the same way. We 
grabbed a model that originated in Germany, which had 
not undergone experimental testing, and now we are still 
trying to get over it. Gaydar wanted to do basically the 
same thing with us. 


There is an erroneous view that political and economic 
laws operate of their own accord. But how can you have 
a match when you know the rules but have no players? 
Gaydar allowed for neither the time nor the money to 
train the players. The main thing now is not to force the 
pace of history, to stop this crazy creative itch. 


{Lagutina] So you think the Cabinet of Ministers, in its 
present form, will be unable to stop the itch... 
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[Viadislaviev] I simply don't understand what's hap- 
pened to the people who are there now. I am thinking 
particularly of Shumeyko and Khizha. | understand 
many of their difficulties, but they can't put themselves 
in prison... 


Take this referendum idea. Does it make sense to make 
any sudden movements right now? Do we want to plunge 
the country into neo- Bolshevism? This referendum is no 
use to anyone, and if it happens (which I personally very 
much doubt), both Yeltsin and the Supreme Soviet will 
be losers. Either the results of the referendum will be 
ignored, or else after it people will go straight into early 
presidential elections. 


I cannot understand to this day how it is possible—to 
call a referendum, without knowing what question to 
ask. 


This applies to the constitution too. What do we want to 
enshrine in it? Are we living in another country? No. We 
are in a transitional period. A constitution is a code of 
laws, and we have not even clearly formulated our 
objective. 


Maybe it would be better to adopt some kind of Decla- 
ration of Independent Russia. And this would not divide 
people into those who are on our side and those who 
aren't. Today we must act only according to common 
sense, and not engage in confrontations. 


There is much talk at the moment to the effect that 
various political forces are forming bands of militants. 
What is all this? A rumor like that causes confrontation 
of its own accord. I ask you: Where is the front line? 
Who's fighting whom? I’m an assault trooper, I served in 
the army and I’m willing to go and fight, just tell me who. 
But I find I have points in common with both the 
democrats and the communists, we can talk calmly and 
peacefully and reach a consensus. And I have come to the 
conclusion that the normal process, dialogue, is being 
opposed by a group of people who have nothing behind 
them and who are exacerbating the situation for the sake 
of personal power. Who's Poltoranin? He’s no Lunachar- 
skiy, he’s no Suslov. How come the Poltoranin problem 
arose in the first place? I like Burbulis better, but it was 
probably his actions that provoked Yeltsin’s 10 
December speech at the Congress. All that fuss over five 
people! Looks like some kind of collective Grishka 
Rasputin has sprung up in Russia! If Shumeyko suddenly 
loses his identity and Khizha just keeps quiet all the 
time, that mob will walk all over them. 


[Lagutina] One always prefers to think that the people at 
the top are really wise people who care about Russia’s 
well-being. But for some reason I keep remembering the 
“Wizard of Oz,”” where behind the “great and terrible” 
Goodwin there turns out to be a pitiful, wrinkled little 
man. 


[Viadislavlev] Exactly... But Goodwin, unlike many of 
our politicians, did at least realize that he was nobody. It 
is worse when a sincere belief in one’s own unbounded 
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greatness dominates everything. | had a particularly keen 
sense of that when | had dealings with Mikhail Gor- 
bachev. 


[Lagutina] Do you think Boris Yeltsin has an adequate 
grasp of the situation that has arisen around him today, 
and the position the country is in? 


[Viadislaviev] The Seventh Congress of People’s Depu- 
ties showed that Ruslan Khasbulatov has a more ade- 
quate grasp of all this. Rational actions by the Russian 
president are overlaid by irrational factors. It is clear 
what the Russian president should do today. He should 
put responsibility first, and act on the idea of a “round- 
table.”’ But he cannot outgrow the mentality of an obkom 
[oblast party committee] secretary, and he perceives 
things only in terms of a position of strength. 


[Lagutina] Would you align yourself with those who are 
now talking about early presidential elections? 


[Viadislaviev] I think the present president should stay 
till 1996. Yeltsin will not give up power just like that, 
everything must be played for and won by gentlemen's 
rules. Otherwise it will be like a bull in a china shop, with 
the country and the people being the first to suffer. 
Especially since as yet there is no other leader on the 
Yeltsin scale. 


{Lagutina] Maybe Ruslan Khasbulatov thinks he is one? 


[Viadislaviev] I am sure he doesn’t. He is too intelligent 
and realistic for that. 


[Lagutina] Don’t you think, Aleksandr Pavlovich, that 
while you keep talking about consensus and gentlemen's 
agreements, other people are gathering real strength at 
the center and elsewhere, and that if necessary they'll 
even find a leader’... 


[Viadislaviev] Of course, you are thinking of the RCP 
[Russian Communist Party], controlled by Kuptsov and 
Zyuganov... Frankly, | do foresee that danger. But then 
again... We could and should talk with both Kuptsov and 
Zyuganov around the “roundtable.” They are no fools, 
and they should realize that if the process of evolu- 
tionary development of events is broken off right now, 
there will be a breakdown, and that means violence is 
inevitable. Time is the real president for us right now. 


[Lagutina] You could be accused of excessive idealism. 
The new communists will certainly predominate numer- 
ically. You in the Civic Union are only just beginning to 
set up structures locally, while the communists are 
already active, and it cannot be ruled out that they will 
be the best prepared for the elections. 


[Viadislavlev] There is now a growing danger of Russian 
regional separatism, and elites are forming in the 
regions. These people will no longer abandon the elec- 
tions to a schizophrenic mob. You have to approach the 
right people and set up local cells, not of the Civic 
Union, but of parties and movements of a centrist 
orientation. You cannot create parties of many millions 
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of members today, it is very dangerous, and our numer- 
ical strength does not worry me. The process of forming 
a party must be two-way—from above and from below. 
The regions know about us, they are talking about us, 
and we are doing concrete work. Let's reckon it up... 


We have drawn up several major programs: for recovery 
from the economic crisis, on international policy and 
military doctrine, on ethnic problems... We have distrib- 
uted all this to the regions. 


{Lagutina] Your optimism is very encouraging... 


[Viadislaviev] | am an optimist by nature, although | 
have often been betrayed and deceived. | have achieved 
everything in life myself, | owe nothing to anyone. I have 
nothing to hide, | have never taken a bribe. 


{Lagutina] But you have given them’... 


[Viadislavlev] Only to beautiful women. Yesterday, for 
instance, I paid a nice hairdresser 10 times the proper 
price for a haircut... 


[Lagutina] What else interests you in life—money? 


[Viadislavlev] Work. If I don't get anywhere with poli- 
tics, I'll raise chickens or grow tulips. 


Poll Shows Russians Favor Economic to Military 
‘Greatness’ 


934F0021A Moscow IZVESTIYA in Russian 23 Jan 93 
Morning Edition p 4 


[Article by Yuriy Levada of the All-Union Center for the 
Study of Public Opinion: ‘Who Needs Megalomania”™’} 


[Text] There is a concept in medicine known as “phan- 
tom pain”: For example, a person may experience ago- 
nizing pain in a leg that has been amputated. Our 
society, whether we call it the emerging Russian society 
or the remnant of the post-Soviet sdciety, is filled with 
such pains through and through. They include a quite 
complicated and important complex of vestiges con- 
nected with the loss of the country’s status as a great 
power (whether or not this is real or imagined is another 
matter). 


Among the notable losses, with each passing year the 
“loss of prestige as a great power” figures in the public's 
attention. The proportion of the population that is 
distressed by the country’s loss of its power positions has 


been about one-fourth of all people polled; in DeaSmber 
1992 it was 26 percent. But two-thirds of those polled 
agree that the lost prestige of the great power should be 


restored. There is food for thought here. The old and in 
one sense traditional allure of power for our country does 
exist and operate. It pleases some, sc4res others, and 
there are obviously forces that are very much counting 
on it. 
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Sooner or later we must calculate and present to society 
a full and reliable accounting of gains and losses con- 
nected with the greatness of power, or, more accurately, 
with the scenarios or images of that greatness that 
Russia, and then the Union, and then Russia again has 
endured. It will be necessary to count not only the value 
of what is lost but also the price of the burden carried by 
a great world power and what the role of deterrence in 
the world arena (and, indeed, in the “regional arena’) 
cost the country, the “glory bought by blood” that 
alarmed aware minds among our ancestors centuries ago. 
Russian history has perhaps shown as none other has 
that the expansion of borders and spheres of influence 
abroad are extremely wasteful for a poorly organized and 
inefficient society. 


Without this we shall be unable to understand the 
sources of the only case in world history in which a great 
superpower fell in a time of peace, and for purely 
internal reasons. 


A great deal of time and effort, of course, is required for 
this—to understand it, to clarify it, to learn, to become 
used to it, and so forth. The more so since “other” 
examples and influences are not well suited here. 


Meanwhile, the “phantom” pain of loss is being felt 
today, and the mass sentiments and the vestiges, no 
matter how they may have been evoked, are a real factor 
in public life. They scare some (myself and others), while 
others try to take advantage of them. The century that is 
drawing to a close has shown, particularly in the exam- 
ples of Russia and Germany, that ideas of lost greatness 
can become a major social force with whose aid dictators 
and tyrants take possession of the masses and affirm 
their own power. Let us recall once again that there is 
greatness and greatness: It is a question only of what was 
built on violence, expansion, and fear. 


So how serious are these pains and these allures today? 


In December 1992 the following question was asked in a 
study conducted by the All-Union Center for the Study 
of Public Opinion: “What are the chief conditions under 
which Russia will be able to return to its position as a 
great power?” It was answered by | ,300 inhabitants in 20 
Russian cities. The answers were spread in the following 
manner. 


First, an average of only 11 percent suggest that Russia is 
still a great power. A somewhat larger proportion of 
older people over the age of 60 (14 percent), managers 
(15 percent), and military people (17) stated this. This 
explains why the frequent consoling references in official 
and journalistic speech to boundless expanses, uncount- 
able resources, and great past, and unreduced warheads 
do not work. They do not console and they do not 
inspire. New criteria and new landmarks are needed, 
including landmarks for national pride. 


Only four percent of those polled shared the directly 
opposite opinion that Russia “never was and now never 
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will be a great power.”’ So that attitudes of total pessi- 
mism are extremely weak, and their greater popularity 
among young people and the active (six percent) does not 
change the position. 


In my opinion, what is of considerably more interest is 
another small percentage: Less than four percent link the 
restoration of Russia's status as a great power to “con- 
cern about strengthening the army.” The “military” 
scenario, naturally, is more popular among men than 
among women (five percent against two percent); those 
with an incomplete secondary education choose it more 
often than those with a higher education (six percent 
against two percent). But even in the military milieu it 
does not gain more than six percent supporters. It is 
important that the “armed” route to greatness is the least 
attractive scenario for society and for all groups and 
strata. 


Let us turn to more widespread viewpoints. Some 10 
percent of those polled believe that the chief condition 
for Russia's restoration of state greatness is its transfor- 
mation into a free, democratic country, while 15 percent 
believe that it is its ability to rally the other republics of 
the former Union around it. Some 17 percent believe 
that completing the economic reform will do it. It is 
obvious that all of the “peaceful” and “internal’’ sce- 
narios are considerably more popular than the “armed” 
ones, but none of them enjoys any notable influence in 
society. 


Here are some details. The “democratic” scenario is 
chosen more frequently by people in the young and 
active age groups (aged 25 to 40) (13 percent to 15 
percent) and specialists with a higher education (13 
percent), and less frequently by military people (six 
percent). The “economic” path to greatness is more 
attractive for men than for women (21 percent against 14 
percent); undoubtedly the consumer and everyday situ- 
ation bears a direct influence on this...), and more 
attractive for young people aged 25 to 29 than for older 
people (30 percent and six percent). And if we take those 
polled in the “professional”’ cross section and leave aside 
the numerically small groups of independent entrepre- 
neurs (where 44 percent note the role of reform), it turns 
out that more supporters of the “economic” scenario are 
found among the military and managers (28 percent and 
25 percent respectively), and fewer among pensioners 
(10 percent). (A month earlier when the All-Union 
Center for the Study of Public Opinion together with the 
newspapers MY/WE offered respondents two scenarios 
for the restoration of Russia's status as a great power— 
strengthening the army or completing the economic 
reform—the preferences of the public were in a propor- 
tion of six to 66; we obtain the choice of scenarios by 
“voting against” rather than “voting for.”’) 


With respect to the “Union” scenario, women preferred 
it more often than men (16 percent and 14 percent), 
pensioners more often than young people (20 percent 
against nine to |! percent), and the less well educated 
and lower paid more often than city dwellers with a 
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higher education and higher incomes (18-25 percent 
compared to 10-12 percent). It turns out (and this is 
quite in line with the conclusions from other studies and 
observations) that appealing to the idea of rallying the 
former republics today serves more as a tribute to the 
memory of the past that lives primarily among people 
whose outlook is centered on the past. | shall not get into 
an assessment of this here and now but limit myself 
merely to stating it. 


The halftime score (if I may allow myself to use this 
sports term with respect to the choice among the sce- 
narios listed) is this: In our society today there are no 
constructive ideas, programs, or slogans that could work 
to restore the lost image of Russia's power. Again we 
have the “vote against’"—against unacceptable sce- 
narios. (But is not the entire short history of our Russian 
democracy a series of “votes against?’’) 


It is time finally to consider the most widespread sce- 
nario in the response to what was asked in the question- 
naire. Almost one-third of those polled (30 percent) 
agree that “greatness” is an empty word, and that what 
we need is not a “great power” but a country in which 
people live well. This result is in my opinion the most 
interesting one in the entire study. 


Let us see who supports this scenario in their response. 
First of all it is women (32 percent against 27 percent for 
men): The interests of practical everyday life obviously 
predominate over any allure of power. If we take the age 
cross section of those responding, it turns out that 
maximum agreement (34 percent) is found in the groups 
of young people (below the age of 20) and the oldest 
working age (aged 50 to 59): Youth and work experience 
come together! True, agreement with the “good life”’ 
scenario is noticeably lower in the post-army age of 
romanticism (25 to 29) (22 percent) and among pen- 
sioners (28 percent). Virtually no significant differences 
are found with respect to level of education (variation 
within the range 29-31 percent)}—an obvious sign that 
the position we are considering may lay claim to being 
universal in nature. 


It is not difficult to see that the “vote against” is also a 
dominant position: An unacceptable scenario is consid- 
erably clearer than a positive one. The contrast is even 
sharper than in the cases considered above. The ordi- 
nary, practical argument of a “good life” is set against 
the ideological symbol of greatness. And this should be 
quite normal in a situation in which ideological monsters 
have crashed. As at no other time society's good sense is 
being expressed not in grandiose illusions but in the sum 
of the common sense of many individuals. 


We can talk only with great caution about prospects. The 
subject of the study we have discussed was only one 
small part of the unformed multilayered mass national 
and state self-awareness of the new Russian society. 
Perhaps it is not the allure of power in and of itself that 
will turn out to be the more practical and the more 
dangerous, but the inherent desire for national isolation 
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and the establishment of ethical limits (in the spirit of 
the appeal of “Russia for the Russians” that is quite 
widespread today). Public sentiments and passions are 
subjected to pressure from many quarters and are 
capable of being altered, increase toward increased prim- 
itivism and aggressiveness. 


It is obvious from the data that we have presented that 
the shadows of the self-eclipse of power have under our 
conditions had the least effect on the youngest and 
impressionable social groups. Meanwhile, history and 
recent experience show that in all cases in which these 
shadows have become a dangerous force those who 
champion them have been the young and active. Mean- 
while what we are dealing with is the spread of public 
sentiments, and the chances for a normal, non- 
catastrophic solution to the present-day cataclysms. Or, 
it will become real only when it is possible to make 
effective use of these chances. 


Ex-KGB Officer on Economic Intelligence 


934F0058A Moscow MOSKOVSKAYA PRAVDA 
in Russian 30 Dec 93 p 2 


[Interview with former KGB Lieutenant General 
Nikolay Leonov by unidentified correspondent; place 
and date not given: “Portrait of an Intelligence Officer in 
a Family Setting” 


[Text] It turned out to be quite a task, talking Nikolay 
Sergeyevich Leonov, a lieutenant general of the former 
KGB and a professional intelligence officer, into giving 
an interview. 


[Leonov] Intelligence only brings results when it is 
secret. Almost all operations I have participated in are 
continuing; the methods used are long-term and remain 
secret. I do not want to let those who are still there down. 


[MOSKOVSKAYA PRAVDA] To what extent does the 
image of intelligence officers presented by action movies 
and spy novels correspond to reality? 


[Leonov] It is quite close. We have to distinguish legal 
and illegal intelligence. I was a “legal” officer: I worked 
as a diplomat, a journalist, a research associate at embas- 
sies, and at the same time I did intelligence work. 
Assigned for the first time abroad, to Mexico, after 
graduating from the MGIMO [Moscow State Institute of 
International Relations], | realized that truly useful are 
not those who shuffle papers in embassies—it is those 
working “in the field,” with people, on the streets, 
everywhere, where one can get information of use in 
solving many tasks of our state. If you decide to devote 
your life to working abroad, it has to be full-fledged 
work, otherwise you are just making the seat of your 
pants shiny. 


[MOSKOVSKAYA PRAVDA] Forgive me this blunt 
question: Were you a spy? 
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[Leonov] No one ever calls himself a spy—on either side. 
I was a Soviet intelligence officer, and work was easy for 
us then because we were working for a sacred cause 
under a sacred banner. We were a superpower, and we 
had many enemies, but we also had many friends, among 
whom we could recruit agents in chanceries of heads of 
state, in the press, Until 1987 our intelligence was one of 
the best in the world, together with the American, 
British, and Israeli. 


[MOSKOVSKAYA PRAVDA] What about now? 


{[Leonov] Now intelligence has had its roots cut. 
Gordiyevskiy and Kalugin’s treason; the behavior of the 
authorities. We have lost dignity and condemned our- 
selves to moral isolation: Intelligence finds itself tooth- 
less unless behind it is a state respected in the world. 


[MOSKOVSKAYA PRAVDA] But your agents, in 
essence, also are traitors. 


{[Leonov] The people who provided information for us 
were fulfilling a great moral duty. As they say, I would go 
On a reconnaissance mission with them. For instance, 
military secrets they obtained helped the weak avoid 
finding themselves in the position of a victim, prevent an 
imbalance in military arsenals, and thus avoid war. 
When Russia was experiencing difficulties in the devel- 
opment of nuclear and hydrogen weapons, intelligence 
came to the rescue; when the Americans developed 
nuclear missile warheads, our intelligence helped us to 
catch up in a matter of two years. Advanced technolo- 
gies, for instance, in oil refining, powder metallurgy, as 
well as political secrets—all of this was delivered by 
intelligence. 


[{MOSKOVSKAYA PRAVDA] Did your agents work 
mostly for money or ideology? 


[Leonov] It is the same as with love: For money you can 
only buy a prostitute; in a different relationship a woman 
will be different. Money plays an auxiliary role in 
intelligence—it is not the main factor. 


[MOSKOVSKAYA PRAVDA] Speaking of prostitutes. 
Rumor has it that Moscow prostitutes are in the service 
of counterintelligence—is this true? 


[Leonov] True. They are planted on foreign spies in 
order to penetrate their circle. Going back to the topic of 
love, you may say that I had a “romance” with every one 
of my agents. But—how to put it best—a spiritual one. 
An intelligence officer has only one trump card— 
psychology. The main point is to make the person like 
you so much that he would go all the way for you. There 
have been some misfires, and for an intelligence officer it 
is like a defective production item, but once an agent is 
recruited I protect him like a state treasure, a capital, and 
never put him at risk. 


[MOSKOVSKAYA PRAVDA] How did you maintain 
contact with your agents? 
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[Leonov] My favorite dead drop is a creek. For instance, 
there are many stones in a creek across from a tree stump 
or a tree. A certain stone is cut in half; it is hollowed out 
from inside, and a waterproof capsule is put there; then 
the stone is glued together and put back in the creek. Its 
stays there for no more than a few hours—the agent 
makes a connection and, for instance, washes his hands 
in the creek, after which he furtively puts the stone into 
a soap dish. This is the most dangerous moment, when 
you can get caught redhanded. I have not had such 
incidents in my work, though. What we did have was 
instances of people being poisoned at receptions or, for 
instance, a wife being sent a coffin from a funeral home: 
Did you order this? Then we would ask our opponents to 
fight using civilized means. 


[MOSKOVSKAYA PRAVDA] Nikolay Sergeyevich, tell 
us about an interesting incident. 


{[Leonov] There have been many incidents over the 
years... Often the Americans sent us plants, mostly 
women. Typically these plants always brought materials 
of a scientific-technical nature—considering us “Ivan 
the idiot’”—never political. Once a pregnant woman 
came and offered cooperation, bringing some “‘secret” 
documents. We had a “lie detector,”’ but as a rule it never 
got to the point of using it—it was enough to conduct a 
very thorough conversation and it became clear that the 
person was a plant. Our opponents have never been able 
to plant their people with us. Although there were 
women among my agents. 


{MOSKOVSKAYA PRAVDA] Did you have to estab- 
lish intimate relations with them for the sake of the 
cause? 


[Leonov] I was on the brink of it several times, but never 
stepped over that line. 


At this point, Nikolay Sergeyevich’s wife entered the 
room with tea and cookies on a tray. I looked at the 
slender hostess and... immediately believed what I just 
heard. 


[MOSKOVSKAYA PRAVDA] You were abroad with 
your family—tell me please, do family members help in 
this work? 


[Leonov] Absolutely. They are a great help in intelli- 
gence. 


[{MOSKOVSKAYA PRAVDA] In your opinion, what is 
intelligence like today? It is sometimes said that we may 
drop it altogether. 


[Leonov] To drop intelligence is tantamount to gouging 
out your own eyes and sealing your ears—the state will 
become disabled. As long as policies that pursue state 
interests exist, there will be intelligence. Unless, of 
course, all the countries merge together in ecstasy and 
smother each other with embraces. Today, with the 
gangrene of separatism raging without end, we especially 
need intelligence because all the information systems are 
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messed up, the level of professionalism has dropped; it is 
necessary to get a normal information organization 
going. 


[MOSKOVSKAYA PRAVDA] In this connection, 
please tell me what you do these days. 


{[Leonov] I work as director general of the Russian 
National Economic Security Service; it is headed by my 
old friend and colleague Leonid Shebarshin. We handle 
many problems, including the most sophisticated eco- 
nomic intelligence—for instance, finding out the finan- 
cial standing of foreign partners; expert evaluation of the 
Russian economy; communications security; informa- 
tional and analytical support for businesses; and so on. 


[MOSKOVSKAYA PRAVDA] Nikolay Sergeyevich, 
this issue will be published on New Year’s Eve—how do 
intelligence officers celebrate the New Year away from 
the motherland? 


[Leonov] The Christmas holiday is a dead season for us; 
that is, both sides sort of declare a gentlemanly truce. | 
will never forget a New Year’s night at the beginning 
1959—the revolution in Cuba, so close to the United 
States, where I worked then. The situation was dramatic, 
we were glued to our radios—actions could be expected 
from both the American side and ours. New Year’s Eve 
is celebrated by the entire embassy, and twice—Moscow 
time and local time. 


St Petersburg Political, Economic Developments 


New City Administration System Suggested 


934F0060A St. Petersburg VECHERNIY PETERBURG 
in Russian 12 Jan 93 p 1 


[Article by I. Ivanova: “On the Session of the City 
Soviet: Revolution in Smolnyy Not Anticipated”) 


[Text] Yesterday in the Great Hall of the Mariinskiy 
Palace there was a hearing on the subject “On the City 
Management System.” The deputies will have to discuss 
this question and also the structure of the city adminis- 
tration at the next session of the city soviet. 


The proposals from the mayor’s office were considered 
at the hearings. They are based on the system for 
management of St. Petersburg that exists today, but 
considerably improved. The new system, according to 
the intention of its authors, should help to coordinate the 
work of the subdivisions of the mayor’s office, relieve the 
upper level of the task of making numerous particular 
operational decisions, and make it possible for the 
authorities to devote more attention to the strategic 
directions of the city’s development. And even...acceler- 
ate the process of movement of documents, which takes 
too long now because of the high level of centralization 
of decisionmaking. 
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The authors of the new management system are still not 
suggesting that revolutionary changes be made in Smol- 
nyy, say, replacing the mayor’s office with a government 
on the Moscow example with a very appreciable expan- 
sion of the authority of the executive branch. The ideas 
are more modest: to introduce, for example, a collegium 
headed by the first deputy mayor and give it the right to 
resolve operational and strategic issues in city manage- 
ment. 


Although... As was noted, if the federal executive branch 
delegates to our collegium certain additional authority 
and the functions of the city soviet are “clarified,” the 
collegium could become a prototype for the future gov- 
ernment of St. Petersburg. 


It is intended to create a committee for management of 
the city economy and introduce the position of deputy 
mayor in charge of these matters. 


It is hard to say whether the situation in the city will be 
changed by another restructuring of power and the 
introduction of subdivisions with such beautiful names 
as, for example, ‘Department for Service of Residential 
Buildings” and ‘Department of City Transportation.” 
And another question: Which will be better—a depart- 
ment or an ordinary committee?... The only thing clear is 
that the time for change has come. But it is up to the 
deputies to weigh the usefulness of specific proposals. 


City Soviet To Discuss Budget, City Charter 


934F0060B St. Petersburg VECHERNIY PETERBURG 
in Russian 18 Jan 93 p I 


[Article by Mikhail Chulaki: “On the Session of the City 
Soviet: Behind Mariinskiy’s Walls. Charter Fatigue’’] 


[Text] The forthcoming session of the city soviet is 
preparing to discuss the St. Petersburg charter. We have 
seen almost everything in our city. Celebrations and 
disasters have alternated with one another, but no 
charter has ever been written. Even Peter the Great, who 
worshiped all kinds of regulations, did not get to that 


point. 


Since it was founded, our city has always been very 
military. Therefore one is reminded first of all of the 
military regulations. Should we expect the introduction 
of a special city discipline distinct from the generally 
accepted norms of communal living. We are located by 
the water and therefore Petersburgers should be espe- 
cially concerned about the purity of the water, and 
anyone guilty of a transgression would get—-30 days in 
the guardhouse. The first will be the director of the plant 
with the most polluted wastes. Our city is famous for its 
architecture, and therefore there should be special chores 
for those who disturb the beauty of the facades—with 
poor repair, or ugly advertising. Our city was built by 
people of many nations, and of all ranks and conditions. 
And therefore those who want to divide Petersburgers up 
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and sort them according to nationality should be imme- 
diately subject to public disgrace and banished from St. 
Petersburg... 


But in our day regulations of joint-stock companies are 
adopted more frequently. And they prescribe what a 
society engages in. The idea is tempting: All Peters- 
burgers could become stockholders in their city, which 
means that all would be vitally interested in making the 
city prosper and bring in income. The white nights must 
be sold to tourists. In the autumn the Neva could be 
blocked with a dike, and an annual water festival could 
be organized—*“the great St. Petersburg flood.” But the 
main specialty of our “St. Petersburg and Company” 
joint-stock company would be to stand watch at the 
window between Asia and Europe. To open the window 
there and back is the most profitable business! The main 
item of any set of commercial regulations is the one on 
independence. This should reveal the real intention of 
the creators of the regulations: to establish city indepen- 
dence, and to get our hands on taxes. Let them command 
the troops from Moscow: Military bases these days are 
much less desirable than trade bases... 


Many laws, decrees, and regulations have been adopted 
recently. One gets tired of reading them. The more so 
since at the very best 10 percent are carried out. 


Well, perhaps the new regulations will be more suc- 
cessful? The Russian regulations of 1647 were called 
“The Manual and Technique of Military Construc- 
tion...” We want a manual and technique for our city 
construction. 


On the Convocation of the 17th Session of the St. Peters- 
burg City Soviet of People’s Deputies of the 21st Convo- 
cation 

On 19 January 1993 at 1000 in the Large Hall of the city 
soviet (Issakiyevskaya Square, 6) the 17th session of the 
St. Petersburg City Soviet of People’s Deputies of the 21st 
Convocation will be convened. 


The following issues will be raised for the consideration of 
the session: 


1. On the system for management of the city and the 
structure of the city administration. 


2. On the city charter (first reading). 
3. On the city budget for 1993. 

4. Organizational questions. 

5. Miscellaneous. 


Presidium of the St. Petersburg City Soviet of People’s 
Deputies. 
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Deputy on Debate Over City Charter, Budget 


934F0060C St. Petersburg VECHERNIY PETERBURG 
in Russian 18 Jan 93 p 2 


[Interview with Aleksandr Shishlov, member of the 
Presidium and Inner Soviet, by Boris Vishnevskiy; place 
and date not given: “Plenty of Ideas but Not Enough 
Money...”’] 


[Text] The agenda of the 17th session of the city soviet 
which just opened is quite full and promises heated 
debates. Our correspondent discusses what awaits us with 
a member of the presidium and inner soviet, Aleksandr 
Shishlov. 


[Vishnevskiy] Aleksandr Vladimirovich, the four basic 
blocks of the agenda—the budget, the structure of the 
mayor’s office and the system for management of the 
city, the draft of the St. Petersburg charter, and also 
“organizational questions’ —-do not promise us a brief 
session. How, in your view as a member of the pre- 
sidium, which is responsible for planning the work of the 
soviet, will events develop? 


[Shishlov] We will be forced to deal with the budget 
following last year’s model. Since the normatives for city 
tax deductions for 1993 have not yet been determined by 
the Supreme Soviet of Russia, the session will probably 
permit the mayor to finance expenditures for city man- 
agement in proportions that existed at the beginning of 
the year within the limits of the revenue received and 
will instruct the inner soviet to sanction additional 
expenditures if necessary. 


[Vishnevskiy] For more than a year and a half now the 
mayor has refused to submit for the soviet’s consider- 
ation either the system for city management or the 
structure of city administration. Finally at least some 
documents have been submitted. What does the mayor 
suggest? 


[Shishlov] The main innovation is the creation of a 
collective executive organ—a mayoral collegium which 
is to make decisions on questions that require coordina- 
tion of the work of various committees of the mayor’s 
office. But they have not yet determined the questions on 
which the mayor will make decisions, those on which the 
collegium will make decisions, and those on which the 
committee chairmen will, which is absolutely necessary 
if we want to have an effective administrative mecha- 
nism. Many critical remarks about the submitted mate- 
rials have been made at open hearings and therefore I do 
not think that a final decision will be adopted at the 
session. 


[Vishnevskiy] What about the draft of the city charter? 


[Shishlov] At the session they will submit a draft which 
the city soviet has been working on for almost four 
months. Of course, we do not expect a final adoption of 
the document; the goal is rather to familiarize the 
deputies and city residents with it. 
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One must say that the draft of the charter suggests 
including new legal mechanisms which will help the 
citizens to influence the adoption of decisions by the 
authorities. Thus it is possible that a rule will be intro- 
duced making it mandatory to inform residents about 
draft resolutions that affect them (construction, recon- 
struction, civic improvements, etc.,) right to the point of 
revoking decisions about whose drafts the citizens were 
not informed so that they were unable to influence their 
adoption (for example, through the deputies). They are 
introducing the concept of the “city referendum,” on 
which it would be possible to include the most important 
issues (for example, which version of actions regarding 
the waiting list for housing should be selected—to pre- 
serve free housing for all people on the list or only for the 
underprivileged). In addition to the charter, in the sec- 
tion called “organizational questions” they will discuss 
the draft of the new regulations of the soviet and the 
provision about permanent commissions. 


[Vishnevskiy] What else lies hidden behind the words 
“organizational questions’? 


[Shishlov] The soviet has been working for almost three 
years and the inner soviet has been working for a year, 
practically becoming a permanent working organ. The 
time has come to evaluate the work of the soviet, the 
inner soviet, the commissions, and the committees and 
to think about improving the structure of the soviet and 
its apparatus. We will have a report from the chairman 
on the work of the soviet during 1992 and also, possibly, 
a rotation of members of the inner soviet and a change in 
the structure of the soviet. 


[Vishnevskiy] Looking back, how would you assess the 
main pluses and minuses in the soviet’s work? To what 
extent does it influence the situation in the city? It is no 
secret that the rating of the city soviet is not high, and the 
residents’ difficulties are growing... 


[Shishlov] There undoubtedly are some pluses. First of 
all there is the prompt and fairly effective resolution of 
financial problems, which makes it possible under very 
difficult, crisis conditions to prevent a collapse of the 
city economy; there are measures for social support of 
pensioners and workers of budget-financed branches; 
there is the adoption by the soviet (for the first time!) of 
target programs for capital construction, which made it 
possible to concentrate resources on the most important 
facilities and reduce the previous permanent indebted- 
ness to builders, and many other things. But on the whole 
I am critical of our work. Of course, the decreased 
support from the population for the city soviet and other 
organs and individuals in authority cannot make us 
happy, although part of the reason lies outside the 
influence of the deputies. We are faced with a chronic 
failure on the part of administrative organs to implement 
certain of the soviet’s important decisions—for example, 
the rules for street trade and the rules for civic improve- 
ments. But it is also true that the soviet does not always 
take advantage of its capabilities effectively. 
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[Vishnevskiy] What was the soviet lacking during this 
time? 


[Shishlov] Unfortunately, many things. No strategy for 
the city’s development had been worked out. The effec- 
tiveness of legal regulation in the city was low—most of 
our effort went not for the development of efficient 
norms and rules prohibiting arbitrary behavior on the 
part of officials but for “hot,” on-the-spot solutions to 
immediate problems. There were not enough changes 
that were real and could be seen “by the eyes” of the 
residents. There was also a certain lack of political will 
and persistence in bringing the decisions that were 
adopted to a conclusion, to a result. 


There were also many shortcomings in the organiza- 
tional work of the soviet, which frequently did not 
prepare resolutions carefully enough, many of them 
being submitted and adopted almost “hot off the press.” 
The preparation of effective resolutions is impeded a 
great deal by the lack of socioeconomic monitoring and 
reliable information about the situation in the city—the 
incomes of the residents, their standard of living, and the 
provision of housing and services in various regions and 
social strata. There are clearly not enough prognoses... 


[Vishnevskiy] Did the inner soviet become what it was 
intended to be—an effective and efficient organ—as 
distinct from the “large” soviet? 


[Shishlov] The inner soviet, of course, is more mobile 
and efficient than the session, although there are a 
considerable number of shortcomings in it. For example, 
frequently resolutions contain such wordings as “take 
under advisement,” “propose,” ‘“‘make an official state- 
ment,” etc., and yet these resolutions do not produce 
results. 


[Vishnevskiy] Is the structure of the city soviet not too 
cumbersome? The presidium, the inner soviet, the com- 
missions, and committees... And recently A.N. Belyayev 
expressed the idea of abolishing the presidium and 
creating One more organ—a secretariat. 


{[Shishlov] The current structure, of course, is far from 
ideal. But it was largely determined by the number of 
members of the soviet, who where elected in keeping 
with the laws in effect at that time. As for the new 
organ—the secretariat... | have always been in favor of 
having clearly determined functions of officials and 
personal responsibility on their part (there is not enough 
of this in the presidium, unfortunately), and the name is 
merely a secondary matter. Incidentally, this pertains, in 
my view, to the concept of the “government of St. 
Petersburg”’ as well. 


[Vishnevskiy] The city charter which will be discussed at 
the session is the basis for the many years of the soviet’s 
future legislative work. What, in your opinion, can city 
dwellers expect from the soviet in the new year? 


[Shishlov] Our main task is still to distribute budget 
funds for financing the urban economy, social programs, 








FBIS-USR-93-019 
24 February 1993 


and capital construction. There are also important tasks 
in the normative sphere. The commission on legislation 
has now prepared a list of large resolutions which the 
soviet will have to adopt. They pertain to the procedure 
for allotment and use of plots of land and real estate, the 
procedure for granting benefits on taxation and rent, the 
organization of territorial social self-government—a 
total of more than 60 resolutions. Certain of them can be 
adopted only after the appearance of new Russian laws 
(for example, the law on advocacy). There are also 
simpler resolutions which can be adopted quickly. 


I think we should immediately make changes in the rules 
for accounting for and distributing dwelling space—after 
the adoption by the Supreme Soviet of amendments to 
the law on local self-government (incidentally, our soviet 
contributed to this) the city soviet will have the right to 
do that. Above all, in my view, we must remove unjus- 
tified restrictions on the assignment of released rooms in 
communal apartments to the people who continue to live 
in these apartments. It is necessary to change the proce- 
dure for using empty dwelling space (which is frequently 
concealed from the books and used arbitrarily and free of 
charge). Why not grant the right to use it as office space 
for those organization which could easily find it—for 
example, the militia? 


[Vishnevskiy] This measure would probably strengthen 
both the militia and law and order. 


[Shishlov] We like to talk about law and order and a 
rule-of-law state. But what are these discussions worth if 
the people do not know their rights and do not know the 
duties of the bureaucrats and deputies to whom they 
appeal? It is not easy even for workers of the mayor’s 
office and the soviet to figure out the multitude of 
constantly changing laws and decisions, but I feel sorry 
for those who do not have the opportunity to sort them 
out! 


I would suggest that we use money from the city budget 
to publish quarterly a free newspaper that would be sent 
to all apartments and would explain in a skilled and 
comprehensible way the laws and decisions adopted by 
the soviet and the mayor and would contain reference 
information. For frequently problems and conflicts arise 
because of a lack of knowledge of the established proce- 
dure (here is a fresh example—illegal demands from 
repair-operations services for additional pay for ser- 
vicing elevators from members of housing construction 
combines). And how many conflicts are there in the 
sphere of privatization of enterprises and housing? I 
assume that the funds invested in the publication of such 
a city newspaper for everyone (and this is less than the 
cost of one trolley) would not be in vain. 


I could discuss many more ideas, as could other col- 
leagues of mine from the soviet and the mayor’s office. 
But not all ideas can 9%e realized easily—we do not have 
enough money or resources, and frequently we lack 
elementary organization. Perhaps help will come from 
the changes that will be discussed in the session under 
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the section “organizational questions,”’ which seem to be 
so remote from the daily concerns of the citizens. 


Vice Mayor Acknowledges Conflict With Sobchak 


934F0060D St. Petersburg VECHERNIY PETERBURG 
in Russian 20 Jan 93 p 1 


[V. Krasnov report on remarks by Deputy Mayor of St. 
Petersburg V.N. Shcherbakov: ‘“‘We Missed Our 
Chance’’] 


[Text] It seems that the only person who did not find a 
worthy place in the city management system presented at 
the session yesterday was the deputy mayor of St. Peters- 
burg, V.N. Shcherbakov. What was the cause of this 
“discrimination”? AVECHERNIY PETERBURG corre- 
spondent posed this question to the “hero of the day.” 


“Just as long as you do not represent it as some kind of 
personal conflict between Anatoliy Aleksandrovich and 
me,”’ explained Vyacheslav Nikolayevich. “We simply 
evaluate the situation in different ways, we have dif- 
ferent priorities, and we have different, sometimes 
directly opposing opinions on ways of solving problems. 
But this is by no means a personal conflict. 


“Speaking about the city management system presented 
today, it is extremely weak in terms of execution and by 
no means contributes to escaping from the situation 
which developed when the system was doing its own 
thing, the mayor’s office was doing its own thing, and the 
city was doing its own thing as well. 


“You understand that it does not have purely reformist 
element. We acquired only one new structure more than 
the old ispolkom [executive committee] had—the com- 
mittee for management of city property. All the other 
innovations were farmed out to the committee on eco- 
nomic reform. But this is nothing more than a planning 
commission on which people bogged down by past 
customs sit. But we want bureaucrats engaged more in 
drawing up plans and reporting to reform our life! 


“What has been presented to us today was created 
absolutely without an understanding of any principles of 
organization of administrative structures. 


“I am sorry about the missed opportunities. After ail, 
immediately after the failure of the putsch I said to the 
mayor: They are now looking at us as people who can do 
anything, so let us gather the intelligent management 
specialists and turn the mayor’s office into the most 
powerful self-government institution in our city of 5 
million. Let the soviet decide what to do, and the 
mayor’s office, how to do it. But we have taken a 
different, primitive path of development. And today | 
regret only one thing—missed opportunities.” 








Deputy Blasts Food Distribution in City 


934F0060E St. Petersburg VECHERNIY PETERBURG 
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[Article by S. Teplova, deputy of the Oktyabrskiy Rayon 
Soviet: “Behind the Mariinskiy Walls. A City Without 
Fences” 


[Text] Like the majority of Petersburgers, I am disturbed 
most of all by the shortage of food in the city. Agriculture 
in the oblast is functioning more and more poorly. The 
production of necessary food products—milk, meat, 
eggs, and vegetables—is decreasing. And not all of the 
little that is being produced is reaching the store shelves. 
Some of it is being sold to the northern oblasts. The 
whole problem is that the city and oblast authorities 
cannot agree on prices or on the system of deliveries of 
agricultural products to city processing enterprises. 


A meeting at a bus stop in Tosnenskiy Rayon stuck in my 
mind. An old woman, tears streaming down her face, was 
dragging two reluctant sheep along on a rope. I asked her 
what she was doing. It turned out that the old granny had 
wanted to sell her little sheep for meat at the consumers’ 
cooperative procurement point. They had refused to 
accept them and so she was dragging them back to her 
village. 


I found out where this point was located and phoned 
there, introduced myself, and asked them to explain 
what had happened. Their answer was that their bosses 
would not allow them to accept the sheep. And in general 
we city dwellers should mind our own business. It is the 
same old standoff between the city and the oblast. How 
long has this been going on? How many times have the 
inner soviets of the city and the oblast met together 
without resolving a single problem? Including regarding 
plots of land for city dwellers. And there are more than 
300,000 who want them. There are many discussions 
and mutual denunciations, but nothing is accomplished. 
I fully agree with the idea expressed by VECHERNIY 
PETERBURG concerning the creation of a unified food 
service for the city and the oblast, which would be 
responsible for the development of gardening and pur- 
chases of agricultural products from participants. 


And I also consider it very important for the city soviet 
to support the idea of creating joint agro-industrial 
associations of the Agrobalta type and the practice of 
raising vegetables right at the enterprises, in hothouses 
run by surplus thermal energy. As was done in the Rubin 
association. They obtain fresh greens for their dining 
room year around from the hothouse located under the 
roof of the production facility. 


Petersburg Independent Press Reviewed 


934F0013A Moscow NEZAVISIMAYA GAZETA 
in Russian 22 Jan 93 p 2 


[Article by Viktor Toporov: “St. Vitus Dance for the 
Press: Independent Press Not Developing Well in St. 
Petersburg”’} 
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[Text] St. Petersburg—Over the entire course of 1992 the 
Si. Petersburg press shook. Was it the final quivering? 
Quite possibly. In any case, it is not ideological disputes 
surrounding great Russia or even the free city of St. 
Petersburg which have determined the nature of “the 
great upheaval.” The Petersburg press has shaken from 
the cold and from hunger—the only thing perhaps that 
kept it warm was intra-guild “taking-to-task”’ sessions. 
True, the entirely predictable collapse of the subscription 
campaign coincided in time with an unexpected joy— 
“voucherization” of a number of the most important 
newspapers (i.e., the placement of regular advertising in 
them of Chubays design}—which allowed them for the 
time being to remain afloat. And so a useful application 
was found for the privatization check all the same. 


One after another, Petersburg publications have changed 
format, volume, or periodicity, have stopped being 
delivered to subscribers. But neither have they been 
arriving at the kiosks of Rospechat. NEVA is today the 
size and volume of the Fontanka Channel. ZVEZDA fell 
desperately behind, relying in bad times on the joint- 
stock company ZVEZDA Library, which silently 
devoured it. True, there remained some hope of dollar 
infusion... The magazine LENINGRAD never did come 
out, as if the Zhdanov Curse were hanging over it as 
before. ISKUSSTVO LENINGRADA broke apart 
(renamed ARS right before its demise). AVRORA was 
laid up. A second issue of VSEMIRNOYE SLOVO came 
Out (over two years) and with epic deliberation became 
involved in discussion of the latest leads on the events of 
August 1991. The first issue of the antifascist (by self- 
definition) magazine BARYER was published and 
appeared for sale from cloakroom attendants at the 
House of Writers. Six copies were sold in the first two 
weeks. Appearing in an excessive—in my view— 
circulation of 50 copies was the magazine of the poetry 
section RECHITATIV. The first issues of a magazine 
dealing with paranormal phenomena—TERMINA- 
TOR—came out, as did those of a magazine for game 
enthusiasts—VASH KHOD... One cannot call this jour- 
nalistic life, nor journalistic death. And so, they are 
quivering... 


LITERATOR, the Petersburg weekly for writers and the 
first genuinely independent publication in the city, died 
a natural death after experiencing its hour of triumph 
about three years ago. Moving gradually—not without 
efforts on the part of this author—from positions of 
democratic idealism to principles of ethical radicalism, 
being condemned by the Petersburg Soviet and the 
mayor’s office and being called to answer in court both 
by the right an” the left, the weekly publication died for 
economic reasons, and it would seem not even its 
permanent editor in chief, G. Baluyev, believes in its 
resurrection. 


It is true that a year ago there was a mutiny on board the 
Baluyev ship, and a group of prominent associates 
headed by V. Prokhvatilov planned to burn down the 
city and build another one like it nearby. Thus the 
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PETERBURGSKIY LITERATOR was born, from out- 
ward appearances and indeed many other parame.ai. 3 
well entirely similar to LITERATOR. Here the patrons 
of the arts seemed to find an answer—and after eight 
months, five issues were published, albeit feeble 
attempts for the most part. 


But Petersburg patrons of the arts do funny things too. 
One of them founded the newspaper SEGODNY A—and 
journalists could not heap enough praise upon their 
benefactor. Then security organs raided one of the 
leading mafia groups in the city—the Malyshev group— 
and the generous sponsor of the group turned out, alas, 
to be one of its ringleaders. And although Malyshev 
himself continues to manage his antique store from the 
detention cell in which he sits, we would be safe in 
renaming the newspaper SEGODNYA [TODAY]— 
VCHERA [YESTERDAY]. 


Also connected with the criminal world—by virtue of his 
professional interests—-is the new editor in chief of 
SMENA, 28-year-old A. Razorenov. A series of essays, 
““Gangster Petersburg,” published here shook the city to 
no lesser degree, perhaps, than the scandals in the 
newspaper itself. What took place in SMENA? 


The newspaper lived through better times, in my view, 
under the leadership of V. Yugin, a nominal leadership 
more than anything else—the true spirit behind the 
newspaper at that time was G. Leontyeva. And when 
Yugin was elected to the Congress, and later “taken in” 
to the Supreme Soviet, (after which he was appointed to 
head Leningrad television, then removed so as to open a 
position for the Yeltsin-lover Bella), journalists elected 
Leontyeva editor in chief. However, the superb deputy 
editor in chief turned out to be less than best in the chief 
editor position—far from selling like hotcakes, the news- 
paper was peddled. Losing its charm (after August 1991) 
as an opposition publication, the newspaper never did 
manage to acquire a new look, and the awkwardly 
conducted subscription campaign of autumn 1992 
exposed a hopeless lag behind the also far- 
from-successful SANKT-PETERBURGSKIYE 
NOVOSTI (LENINGRADSKAYA PRAVDA painted 
over) and VECHERNIY SANKT-PETERBURG. 
SMENA found itself on the same—quite modest—line 
as the drab NEVSKOYE VREMYA and the openly 
vulgar CHAS PIK. A split took place in the editorial 
office and some journalists (plus all the technical services 
workers) voted for Razorenov. The “Leontyev-ites,” 
women chiefly, proclaimed their departure from the 
newspaper all over the city, but in actuality behaved not 
in Gaydar but rather in Shumeyko fashion. 


Razorenov, who had to grant a number of interviews in 
connection with this scandal, is a curious figure from all 
appearances. Anti-Nevzorov. That is, his style and pro- 
fessional interests are anti-Nevzorov, while his orienta- 
tion—is progovernment. But what does “progovernment 
orientation” mean today anyway? 
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The already mentioned newspaper SEGODNYA also 
emerged from the depths of SMENA. SMENA was once 
the organ of the VLKSM [All-Union Leninist Commu- 
nist Youth League] obkom [oblast committee], but 
when, by virtue of imperfections in the Law on the Press, 
it managed to curl up and roll out from under Komsomol 
guardianship, the young builders of communism did not 
lose heart and founded NOVAYA GAZETA, in which 
they describe in their own words everything they were 
able to see in their video theaters. Half a year ago, 
NOVAYA GAZETA came to a standstill, but now it 
seems to be getting a second wind. And to everyone’s 
astonishment, a university circular has broken out into 
the general city market under the intriguing name of 
SLOVO I DELO [WORD AND DEED]. Allowing for its 
understandably amateurish qualities, it is not a bad 
newspzper. While rayon publications of the 
PETROGRADSKAYA STORONA variety are oper- 
ating with one foot in the grave. 


Presently being procured at Rospechat kiosks and from 
distributors are the not-so-much newspapers as leaflets 
SHANS, PYATNITSA (an advertisement appendix to 
CHAS PIK), SOROKA, and LVINYY MOSTIK. Peters- 
burg advertisements and offers are at times simply 
pathetic. Such, for example, as “I provide free sexual 
services to invalid women. Request you prepare sour 
cream, honey, and eggs.” Well, what kind of prosecutor 
will bring himself to condemn an unsophisticated pro- 
vincial Casanova, apparently thirsting for continued 
reforms? The “patriotic” press, on the other hand, is 
placed under the watchful supervision of authorities, and 
only the metropolitan publication DEN is enjoying ever- 
increasing success. While quite recently the vociferous 
NARODNAYA PRAVDA reached a consensus with the 
mayor's office: We afford you half of our premises, you 
in return allow us the use of our half, and we in return 
publish mayoral decrees. 


And although the voucher has still not been won over to 
its face value and not all sponsors are as yet behind bars, 
the shaggy paw of the mayor’s office in its grand-duke 
kidskin glove is little by little cleaning up one publication 
after another. Or several at once—merging a few dwarf 
newspapers (NEVSKIYE VEDOMOSTI being the larg- 
est), the mayor’s office finances publication of the news- 
paper GLASHATAY. Well, if you buy me dinner, you 
get to take me home. 


Something is not right with the independent press in the 
free city of St. Petersburg. Or more accurately— 
something is not right with independence. But that is 
most likely a symptom of the times. 


Yet we are quivering. 
From the cold and from hunger. 


And perhaps the only thing that keeps us warm is the 
intra-guild “taking-to-task” sessions. 
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Founders of Private [V Company Interviewed 


934F0014A Moscow NEZAVISIMAYA GAZETA 
in Russian 16 Jan 93 p 5 


[Interview with Irena Lesnevskaya and Dmitriy 
Lesnevskiy by Irina Petrovskaya; place and date not 
given: “*REN-TV’ Is the Start of Life. This Is What the 
Founders of the First Private Television Company Irena 
Lesnevskaya and Dmitriy Lesnevskiy Believe’’] 


[Text] 


{[Petrovskaya] REN-TV is the first domestic private, 
independent television company in history. How did it 
start? 


[Lesnevskaya] I worked for 25 years with Central Tele- 
vision, and for me that system become so “tired” that on 
19 August 1991 I left it, saying to myself “No more.” 
Strictly speaking that was when it all started—from the 
rejection of what I had endured during my years of work 
in Central Television. But I could do nothing else, I 
simply adore television, and I do not think that I could 
live without it. And my son, who is 22, is the same. He is 
studying journalism, but instead of taking a job he and I 
got our heads together to set up a television company. 


How did it start? I always wanted to work with Eldar 
Ryazanov, but at the time that became possible he 
became involved in a knock-down-drag-out fight with 
the television bosses and quit television. Every time | 
met him I used to say: Ill chuck it all and we can do 
something together. '* always answered: Who will let 
you? So as soon as that opportunity did arise we met and 
decided that we would do an Eldar Ryazanov program. 


{[Lesnevskiy] No, what you are saying is not night. You 
really want to know how it started? 


[Petrovskaya] Of course. Suppose, for example, I 
decided to publish my own newspaper. But I have 
nothing except the idea. And television is a very expen- 
sive business. 


[Lesnevskiy] Some time ago there were rumors on tele- 
vision that flattered even me. They were saying that 
REN-TV had come into being using party money. But I 
am the commercial director and I know how it all 
started. And if we are already being perceived as rich and 
stable then that means that we would in fact have been 
able to establish a television company and it would not 
have been just the latest soap bubble. In fact, there was 
no party money. 


[Lesnevskaya] In fact, there was nothing. When I left the 
state television and radio system I understood how, with 
all its poverty, state television was protected—against 
worries about having hits, style, the telephone, the world, 
equipment, everything. 


[Lesnevskiy] The name REN was thought up at home— 
it is not only the name of the president, but in translation 
from the Latin it means to be born again, the start of life. 
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[Lesnevskaya] Or renaissance. 


{Lesnevskiy] Then we devised a scheme that provided us 
with an opportunity to make money we could use to film 
a program. In a year this scheme helped the company to 
stand on its own feet. This was the scheme: A great 
number of advertisements had to be put on the air so as 
to earn money to produce our own programs. In order to 
obtain advertising time on state television it is necessary 
to think how to offer it a daily program. That was how 
“Astrological Prediction” came about. The first contract 
that our company concluded a month after it was regis- 
tered was a contract with Russian television: We offered 
“Astrological Prediction” and they gave us advertising 
time. We started to do this program and to sell adver- 
tising time wholesale, for a month ahead. That is how we 
made our first money. 


{[Lesnevskaya] And we used it to do our first program 
with Eldar Ryazanov—“Irony of Fate, or the Birth of 
Christ.” It was aired on 24 December the year before 
last. Then we went to Germany and made four films with 
Julian Panic. 


{[Lesnevskiy] We were in fact the first private company. 
We received money from “Prediction” and used it to 
rent equipment throughout Moscow, and paid wages and 
fees to associates. We never took a kopek in loans 
because we knew what that would mean. 


[Petrovskaya] So you had enough money? 


[Lesnevskaya] We existed without making a profit, but 
also without losses. Since I understand nothing about 
finances and am very extravagant and absolutely cannot 
keep accounts, I immediately said: I will deal only with 
the creativity and establishing the television company, 
and people. But after two or three months the lads we 
had who dealt with the commercial side of things and 
whom I trusted completely, thought “What the hell.” 
Why make oiher programs when we can make more 
money and live in clover just with “Prediction.” And 
they started to buy furniture and apartments and vehi- 
cles. And I realized that their task was to fill their 
pockets. But our task was quite different: to create a 
television company. So we liquidated the REN-TV com- 
pany and registered a new one—REN-TV Limited. And 
I said to myself: We may fail but we shall be doing it 
ourselves; we shall not be stealing trom ourselves. 


[Lesnevskiy] But the negative experience was experience. 
We came to understand a great deal, and it is difficult to 
deceive us now. Or to purchase things. 


[Lesnevskaya] The point was that we wanted to purchase 
a great deal in that year: a ready-made television com- 
pany that had lots of air time and a wonderful relation- 
ship with Ostankino. One rich bank in the East wanted to 
be a founder and it offered us billions and promised not 
to interfere in the creative process, but... with one small 
condition, namely, that we would not show Armenians 
and Jews. I was so consternated that I exclaimed: “Gen- 
tlemen, so who can we show?” They were terribly 
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offended, and we parted. This finally convinced us that it 
was necessary to forge our happiness with our own 
hands, and depend on no one. 


[Petrovskaya] And how did the relationship with 
Ostankino develop? Is it difficult to get air time on 
Channel | or do your old links help? 


[Lesnevskaya] As far as old links are concerned, when I 
worked with Central Television my relationship with the 
bosses was very complex. | worked for many years as an 
assistant producer even though I created all my programs 
myself—as author, producer, and editor. But I was paid 
only an assistant’s wage because | was an outcast. “We 
allow you to work creatively and we pay you as a 
producer, and still you want to be an editor. You are the 
wife of the dissident V. Maksimov, and not a member of 
the party.” At one time when Lapin was giving me a 
certificate for the best broadcast of the year, when he 
held out his hand he said: “Be grateful that you are 
working in an ideological organization and that you are 
not thrown out.’’ Now, many of the bosses at Ostankino 
are the same as under Lapin, but, strange though it is, 
relations with them are wonderful. 


[Petrovskaya] And they do not demand bribes from you? 


[Lesnevskaya] At Ostankino, i:o never ia my life. Not for 
air time. It is the lower elements that take bribes, for 
example, you have ordered and paid for apparatus for a 
set, but they still demand money from you. Moreover, 
since we are considered to be a commercial structure we 
pay the highest rate anyway. But no boss on whom air 
time depends has ever suggested that he be paid person- 
ally. I believe that Russian Television is much more 
corrupt than Ostankino. 


[Petrovskaya] Can you prove that? 
[Lesnevskaya] I can if necessary. 


[Petrovskaya] One thing that caught my attention was 
that since the new year “Astrological Predictions” has 
been aired on Russian Television without the REN-TV 


logo. 


[Lesnevskiy] That is an interesting story. Russian Tele- 
vision thought, why should we do it when they could do 
a similar program themselves. They did not renew our 
contract, and from the new year they started to do the 
predictions themselves, using the very same astrologers. 
But whereas we made this program on a secular kind of 
basis, so to speak, not committing anyone to anything, in 
a free and easy manner—believe it if you want, if not do 
not—they have dressed the astrologers in robes (they 
evidently borrowed them from Zorkin in the Constitu- 
tional Court) and renamed “Astrological Predictions” as 
the majestic-sounding “The Stars Speak.” 


[Lesnevskaya] This horoscope has been aired for two 
weeks now without the advertisements, and all the 
advertisers are telephoning us and asking us what kind of 
dirty trick we have started to play. We had a three- 
minute information and advertising program. We did 
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not tell them that in fact it was difficult to do this, and 
that we had to work for two weeks on every text. But now 
those fine astrologers are reading an unedited tcxt sight 
unseen. Russian Television has not just violated ethical 
standards but even intellectual copyright. 


[Petrovskaya] And how do you explain that the “stars” — 
Ryazanov, Molchanov, Panic, Ott—prefer to work with 
you rather than directly with the state television com- 


pany? 


[Lesnevskaya] This year we shall be doing programs with 
Yuriy Rost, Vladimir Maksimov, Igor Menzelintsev, 
Andrey Nikishin, Aleksey Denisov... How do we explain 
this? Probably by the relationships that have been estab- 
lished in our company. It is a home where it is pleasant 
to come. We can allow ourselves to make unprofitable 
cultural programs that for a long time the state compa- 
nies have not allowed themselves to make. We pay well 
and we try to free our creators from any kind of organi- 
zational problems connected with acquiring equipment, 
sets, transport. We have strong managers working for us 
who deal with all these problems... We are very grateful 
to the people who came to us and believed in us. Now it 
is a solid and strong company. 


[Petrovskaya] You do not regret that you did this? It is a 
crazy life. 


[Lesnevskaya] Well, no. Although, for example, I do not 
have any other life at all. We come in at 10 in the 
morning and leave at 11 in the evening. 


[Lesnevskiy] But on the other hand we have created the 
REN-TV company. Now we are buying our own equip- 
ment, and this is just the start. 


Ostankino Officials Oppose Yeltsin Edict 


934F0013B Moscow NEZAVISIMAYA GAZETA 
in Russian 23 Jan 93 pp 1, 5 


[Article by Irina Petrovskaya: “The President Has 
Decreed: Regard Rossiya as Ostankino, and Ostankino 
as Rossiya?—Ostankino Does Not Agree and May 
Strike” 


[Text] On 19 January Boris Yeltsin signed the decree 
“On Imparting to the All-Russian State Television and 
Radio Broadcasting Company (VGTRK) the Status of 
All-State Television and Radio Company.” 


A draft of this decree and an assessment of it by former 
Ostankino Chairman Yegor Yakovlev was published by 
NEZAVISIMAYA GAZETA on 27 November of last 
year. Yakovlev characterized the draft decree as 
“another in a series” of many such attempts to seize the 
air waves and technical resources of the Ostankino 
Television and Radio Company, with disregard both for 
the interests of the viewing public and for already 
existing normative documents... “The entire meaning of 
the draft decree comes down to an attempt to replace 
creative competition in television broadcasting with the 
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granting of political advantages to one of the Russian 
television and radio companies...” 


Under the pre-Congress and then during-Congress 
excitement, the material published in NEZAVISIMAYA 
GAZETA went practically unnoticed, unless one con- 
siders a telephone call from one of the VGTRK directors 
to the editors of NEZAVISIMAYA GAZETA expressing 
dissatisfaction at the allegedly unfair and untrue assess- 
ments of the draft decree by Yakovlev and demanding 
that his own thoughts on this topic also be published. 
“Send them in please,” the editors responded. However, 
we never did receive the promised “thoughts.” 


On the other hand, we did get a decree according to 
which “with the aim of preserving a single, nationwide 
information space and of carrying out a single scientific- 
technical policy of the Russian Federation in the sphere 
of television and radio broadcasting,” we should from 
now on consider the VGTRK as the all-state television 
and radio company. 


Taking into account the importance of disseminating 
VGTRK programing, Point 2 of the presidential decree 
States, it is incumbent upon the Russian Federation 
Ministry of Communications, jointly with VGTRK, to 
approve within a period of two weeks a plan containing 
measures to develop the distribution network for televi- 
sion programing, giving consideration to maximum cov- 
erage over Russian Federation territory. The fourth 
channel, a portion of which up until now belonged to 
Ostankino, is being taken over in its entirety by 
VGTRK.... In short, Rossiya is becoming Ostankino, and 
Ostankino—Rossiya? 


I posed the question as to what the decree in question 
means for the Ostankino Television and Radio Com- 
pany, to Igor Malashenko, general director of the first 
channel, to Vsevolod Vilchek, director of the Ostankino 
sociological center, and to Anatoliy Malkin, general 
director of the fourth channel. 


I. Malashenko: For Ostankino this decree is a catas- 
trophe. Until now we had equal status with VGTRK—by 
decree of that very same Russian Federation president of 
27 December 1991, Ostankino is defined as a Russian 
State television and radio company. According to the 
new decree, VGTRK acquires status as the all-state 
company. Consequently, Ostankino will be perceived as 
something on the decline, second-rate, and in the final 
analysis will find itself at the back door of Russian 
television. Insofar as Point 2 of the decree prescribes that 
the Russian Federation Ministry of Communications 
will approve within a period of two weeks a plan con- 
taining measures to develop the distribution network for 
television programing (the draft decree stated it more 
openly and definitively: “to approve within a period of 
two weeks a plan containing measures to transfer the 
distribution of television programing to a network which 
provides maximum coverage of the Russian Federation 
population’’), for us this can mean only one thing: They 
will switch the first channel over to the second, and the 
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second—to the first. Ostankino will lose its audience and 
its sponsors (insofar as we and Russian TV have dif- 
ferent advertising rates), we will have to eliminate some 
popular programs because there will not be enough 
money, and employees involved in creative activity will 
begin moving to VGTRK. | cannot even imagine the 
scope of the impending chaos. The president's decision 
on the fourth channel is a direct violation of legal norms. 
The fourth channel is registered as a mass medium and 
has certification. According to the Law on the Press and 
Other Mass Media, this certification may be canceled 
only by a court. I am very afraid that this decree may 
significantly complicate discussion of the question 
regarding an interstate company at the meeting in 
Minsk. 


V. Vilchek: In reality there is only one way the Ministry 
of Communications can implement the presidential 
decree—to switch channels. The Russian channel on the 
territory of Russia is heavily “perforated” by local 
broadcasting. Local television companies are forcing 
their way into the Russian channel's transmission space 
with their broadcasts. But sociological data show that the 
Russian channel is significantly less popular than 
Ostankino. In other words, in switching channels, the 
more popular, more favored by viewers Ostankino will 
become “perforated.” But these are trivialities. This is 
inside Russia, and here the president has the right to 
think that it is the Russian, and not the “Ostankinian” 
channel, which will provide him a single information 
space (though it is hard to understand why a less popular 
and less powerful, in the creative sense, channel should 
provide this unity). But as far as audience coverage is 
concerned, they will not gain anything from this—in 
Russia the areas of viewer coverage of both channels are 
practically identical. The first channel can be seen by 
97.9 percent of the Russian Federation population, the 
second—by 93.7 percent. The former territory of the 
USSR is another matter—or more accurately—the terri- 
tory of the former USSR. There they have already set up 
their own system of television broadcasting taking into 
account the functioning of two channels—Ostankino 
and Rossiya. As soon as the decree enters into force, the 
system which has taken shape will begin to collapse. 
Here and there republics have already closed off the 
Russian channel. Moldova receives only Ostankino, for 
example. If Ostankino and Rossiya trade places, 
Ostankino will not be seen in Moldova, and they will 
block Russian TV because they consider this hostile 
broadcasting. And Russian people there will simply be 
deprived of Russian language broadcasting. But not just 
Russians. In Uzbekistan and certain other countries, 
similar things will take place, though not as radical. 
There they have already given a portion of the Russian 
channel, as the foreign state channel, to Turkey, Iran, 
and other countries. Therefore, Russian TV will be cut 
off all the same and Ostankino will be reduced to half, 
because the authorities there will make the reasoned 
judgment: “Why must we change our system of broad- 
casting as it has developed every time the Moscow 
leadership sneezes?” Just out of a normal sense of 
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dignity, they are not about to respond to the whim of 
Yeltsin, Poptsov, and other figures by altering their 
broadcasting. As a result, the viewers will suffer. 


A second problem is the fourth channel, on which 
Russian TV has already been operating a year now. The 
channel's rating on weekdays is somewhere in the limits 
of three percent—and that because of the evening film. 
Russian TV has not been able to overcome this. And so, 
instead of getting rid of it, saying ““You fellows are using 
up a precious resource for nothing,” and handing it 
over—not necessarily to Ostankino, but to independent, 
commercial companies which would offer a better con- 
cept, the fourth channel is being transferred in its 
entirety to Poptsov. This is foolish and incompetent. 
And it is happening when Malkin has already begun an 
effort to change the look of the fourth channel. Little by 
little we have observed the first offshoots of a return of 
the channel’s good name. 


A. Malkin: In my view, the purpose of the decree is to 
demean Ostankino, to trample on it and turn it into a 
second-rate company, to take the first channel away 
from it. When Poltoranin came here to a directors’ 
conference, he told us how the president signed this 
decree. While Poltoranin was discussing the problems of 
personnel transfers together with Filatyev in the presi- 
dent’s circle, Poptsov made his way through to Yeltsin 
and shoved him this decree, on which Fedotov’s stamp 
appeared in some fashion, and the president signed it. 
The Ostankino council of directors took up a very rigid 
position at a meeting with Bragin and Poltoranin 
urgently convened on 20 January. They demanded that 
certain points of the decree be disavowed and stated that 
a portion of the collective was prepared to strike. If the 
decree was not reviewed and rewritten in the near future, 
Ostankino intended to file suit against the president in 
the Constitutional Court. 


As far as the fourth channel is concerned, the Ostankino 
leadership itself is guilty to a great extent here—if they 
had not wasted time struggling with me, suspecting that 
I was someone who wanted to privatize the fourth 
channel, pilfer it, etc., if Yakovlev gave me the authori- 
zation and I obtained a license (there was that possibil- 
ity), then no one today would be able to take the fourth 
channel away from us. It is a terrible pity—even in a 
situation of constant opposition and confrontation on 
the part of the Ostankino leaders, without obtaining 
equipment, or money, or premises, we accomplished a 
tremendous amount of work. We concluded contracts 
with three film studios for showing the finest movies, 
and with the Union of Theatrical Performers—for per- 
forming 20 of the best plays. We were on the threshold of 
contracts with BBC, TF-1, with the Italians... And now 
all this has gone down the drain?! 


I also asked Anatoliy Lysenko, general director of the 
All-Russian State Television Company, to comment on 
the decree. 
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Lysenko: All-state television exists in every country, and 
this is surprising to no one. There also must exist a single 
program of development of television and radio broad- 
casting. Previously such a program was carried out by 
Gosteleradio [USSR State Committee for Television and 
Radio Broadcasting]. Now these functions are entrusted 
to our company. All this talk about allegedly wanting to 
switch channels or intending to take equipment away 
from Ostankino is provocative nonsense. The Ostankino 
collective is being stirred up and excited by rumors 
which do not hold a grain of truth. And the leaders of 
Ostankino have some kind of incomprehensible pen- 
chant for scandalous statements in the press. I categori- 
cally oppose a war between our companies, and I support 
normal, creative cooperation. As far as the fourth 
channel is concerned, the agreement between the two 
presidents—Yeltsin and Gorbachev—signed back in 
1991 states that the fourth channel is to be transferred to 
VGTRK, and during the transition period to be used 
jointly with Ostankino. The transition period is over. We 
have developed cultural programming which will be 
shown on the fourth channel without any advertising 
whatsoever. But in no way does this mean that we will 
allow no one else on the channel—if interesting pro- 
grams are presented to us in the framework of our 
concept, we will gladly effect cooperation, to include 
with Ostankino. The decree mentions in exactly the 
same manner not exclusive use, but joint use with 
Ostankino, of the Moscow-Global system. This decree 
did not appear from out of nowhere—it bears the seals of 
11 or 12 ministries and departments. All this talk about 
the decree being shoved in front of the president is also 
provocative nonsense. Who needs the scandal? I too am 
very interested in this question. 


New Ostankino Chief on Problems, Goals 


934F0014B Moscow KULTURA in Russian No 2, 
16 Jan 93 p 1 


{Interview with Vyacheslav Ivanovich Bragin, chairman 
of the Ostankino Russian State Television Company, by 
L. Kononova; place and date not given: ‘What Is New at 
Ostankino”’] 


[Text] By directive of the president of the Russian Feder- 
ation Vyacheslav Ivanovich Bragin has been appointed to 
the post of chairman of the Ostankino State Television 
Company. He is a people’s deputy and the chairman of the 
Supreme Soviet Council of Ministers for the mass media, 
communications, links with public organizations, and 
citizens’ movements, and public opinion studies. 


[Kononova] Vyacheslav Ivanovich, today television is 
not only a powerful means to influence an enormous 
audience but also the subject of a very fierce struggle by 
political forces with different orientations. The experi- 
ence of your predecessor showed that the chief of the 
Ostankino television company does not earn his money 
easily. Taking this into account, how do you perceive 
your new appointment? 
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[Bragin] | am perfectly well aware that in terms of 
influence on a television company from outside forces 
opposed to reform, Ostankino today is a kind of volcano. 
And the fate of my predecessor in this post is very 
instructive. At the same time, however, I cannot say that 
my new appointment scares me. No, I look on it with a 
sense of enormous responsibility. And as long as the 
president sees fit to trust me I shall work conscientiously 
in this post. I shall do everything possible to develop our 
electronic press on democratic bases in order to 
strengthen the fine traditions that have been built up at 
Ostankino, and in order to continue political and eco- 
nomic reform in Russia. 


[Kononova] What will be your first actions as chief of the 
television company? 


[Bragin] First of all I shall try to learn about the problems 
of the television company as quickly as possible. It is 
important to maintain a high level of professionalism for 
television broadcasts and to create conditions that reveal 
as fully as possible the potential of each person in our 
collective. 


[Kononova] With respect to the problems: What will the 
airways be like—politicized or entertainment? What is 
your viewpoint on this? 


{Bragin]} I think that the airways should be harmonious. 
They should reflect both events within the country and 
the complex range of spiritual experiences and feelings of 
the man in the street. 


{[Kononova] Can you tell us about the most serious 
difficulties that you will inevitably encounter today? 


[Bragin] In my opinion the most undesirable of them 
may lie ahead—interference with the television com- 
pany from outside, so to speak. 


[Kononova] It is common knowledge how you and your 
colleagues in the Supreme Soviet committee have con- 
sistently and firmly opposed attempts by the corps of 
deputies to infringe on the rights of journalists to express 
their own viewpoints, and how actively you have 
defended the status of the newspaper IZVESTIYA. Does 
your departure not weaken the committee’s position? 


[Bragin] I certainly do have concerns about the fate of 
the committee. Even before this our committee essen- 
tially existed in a state of siege, constantly beating back 
unjustified criticism from the speaker of the parliament 
and deputies who were trying to set the direction in the 
activity of the mass media. Now these attacks are 
becoming even stronger. But I do believe that my col- 
leagues are mostly people with their own principled and 
consistent positions, people with firm democratic out- 
looks, and that they will be able to withstand pressure. | 
am sure that the future chairman of the committee 
should be chosen from among the deputies working in it. 


What did I fail to do as chairman of the committee? 
Probably a great deal. The committee chairman does not 
act alone. He expresses the will of the collective of 
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deputies. During the past year, despite very strong inter- 
ference in our work from political forces opposing the 
line of the president of the Russian Federation in car- 
rying Out radical socioeconomic reforms, considerable 
groundwork has been done to shape the information 
business legislatively. Very important items among the 
laws that have been prepared include a law on activity in 
the field of radio broadcasting and television, and a law 
on street marches and demonstrations. Laws on political 
partics, television advertising, and the trade unions are 
in the final stage of work, and work is under way on 
codes for the activity of journalists when covering 
national problems and the activity of the parliament. 


[Kononova] Vyacheslav Ivanovich, a final question. Can 
you please tell us about your own viewing preferences. 
What are your favorite television programs? 


[Bragin] As a person educated through long participation 
in various political fights, | love programs in which 
major politicians and public figures speaking live answer 
questions from television commentators and viewers. 
When the questions are hot ones, they have nowhere to 
hide, and millions of people are waiting for their 
answers; these are the kinds of programs that excite me. 


I also like programs dealing with the arts and popular 
creativity. I like programs describing small towns in 
Russia. You know, when old men and women appear on 
the screen from some remote place they speak so 
directly, so sincerely, but so simply and so wisely, and 
this makes my heart ache for Russia... 


Sagalayev on Moscow Independent TV 


934F0014C Moscow IZVESTIYA in Russian 16 Jan 93 
Morning Edition p 12 


{IZVESTIYA interview with Eduard Sagalayev, presi- 
dent of the Moscow Independent Corporation; place and 
date not given: “In Moscow Now, Later Across All of 
Russia”’} 


[Text] TV6 Moscow started broadcasting two weeks ago. 
Too short a period, it might be said, to sum up even 
minimum results. Some conclusions, however, can evi- 
dently be drawn even now. First, the independent televi- 
sion broadcasting that we used to talk about now exists. 
That is the main thing. Second, it is at least just as 
obvious that the life of this independent television is now 
linked directly not only to the destruction of ideological 
taboos and stereotypes but also technology in the opera- 
tion of television. 


The president of Moscow's independent corporation, 
Eduard Sagalayev, answers questions from an 
IZVESTIYA correspondent. 


[Sagalayev] The scheme by which the television network 
operates in any civilized country looks about like this. A 
federal commission issues licenses for a particular fre- 
quency and the happy licensee sets off to produce 
programs, make and arrange broadcasts, and organize 
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the presentation and so forth. All these actions are for the 
purpose of attracting viewers and, this means, adver- 
tisers and to earn money 80 as to invest it in television 
production. But our country is still going its own special 
way in the development of television. 


It is being suggested that already, even during the period 
of test broadcasting, Moscow's independent broad- 
casting corporation should look for 1.5 billion rubles to 
invest in reconstruction of the reception network in 
Moscow. 


{IZVESTIY A] What would be the purpose of reconstruc- 
tion? 


[Sagalayev] The fact is that the reception network in 
Moscow was created long ago and it was designed for 
proper function on six channels in the meter range. This, 
not some other, is the reason why by no means all the 
inhabitants of Moscow can receive TV6 Moscow today. 


In order to feed the signal for Channel 6 into the 
available network and to insure high quality without 
creating interference on other channels, the Moscow 
independent broadcasting corporation must rebuild vir- 
tually the entire network. 


During the course of this reconstruction it will be neces- 
sary to purchase additional equipment directly for 
Channel 6—antennas, filters, main transmitters—and 
Carry out a considerable amount of assembly and set-up 
work. 


[IZVESTIYA] Will reconstruction extend the listening 
area? 


[Sagalayev] Yes, undoubtedly. The basic scheme is this: 
Today we have a compact antenna, tomorrow a system 
of collective reception, and in a year, the whole of 
Moscow plus millions of television viewers in Russia. 


[IZVESTIYA] Despite the optimism of the language 
your tone is somewhat gloomy. 


[Sagalayev] A situation in which the owner of a license 
must, in addition to broadcasting, rebuild the reception 
network is unprecedented. This is not the practice in any 
country in the world, not America, not Europe. More- 
over, it is not the practice here; the Moscow independent 
broadcasting corporation has been placed in a unique 
position here. Five state channels are operating in par- 
allel with our corporation and the commercial “2 X 2” 
broadcasts without any kind of reconstruction, without 
any kind of additional investments. The audience for 
these television companies is today hundreds of millions 
of viewers. And as we speak here we are capable of 
“bringing” our signal only to about 10 or 15 percent of 
the Muscovites. 


[IZVESTIYA] A sorry and impressive difference. But 
you mentioned America. Could your partner Ted Turner 
help the Moscow independent broadcasting corporation? 
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[Sagalayev] He is a partner, not a sponsor, and I cannot 
count only on dollar injections from the TBS syringe. 
And that contribution will not solve the problems. 


[IZVESTIYA] Do your words mean that you hope to 
resolve the present problems facing the Moscow inde- 
pendent broadcasting corporation entirely with your 
own resources? 


[Sagalayev] With professional and human resources, yes, 
perhaps. With financial support from our stockholders 
(this is quite limited). However, I do not exclude the 
possibility of turning to commercial structures, to busi- 
nessmen in Moscow, to Russia's businessmen. But | 
would not go asking for handouts, but with proposals for 
cooperation. 


[IZVESTIYA] And have you asked the present establish- 
ment for help? 


[Sagalayev] Why not? It is a question of working for the 
good of society. And I shall go to the president himself if 
the interests of the matter require it. 


[IZVESTIYA] In that case, what about your declaration 
of independence? 


[Sagalayev] I do not disavow one word of that, but how 
can development of the capital’s infrastructure not be a 
concern of the state? And we have not refused to pay for 
the lease of the transmitter, pay wages for personnel, and 
all the rest. This is ours. A legitimate burden, our risk. 


[IZVESTIYA] So what does your channel offer? 


[Sagalayev] The classics of our own cinema, and here we 
should make special mention of the Mosfilm Cinema 
Concern, which has been friendly and has selflessly 
supported us, offering the best that has been made within 
its walls in these past years; also Hollywood best sellers, 
a selection of CNN’s numerous movies and the news 
broadcast live. 


[IZVESTIYA] A final question, Eduard Mikhaylovich. Is 
it easy to be the first television magnate? 


[Sagalayev] It is hellishly difficult—becoming a televi- 
sion magnate. I am trying to make people want to watch 
our channel, and it seems that this is gradually beginning 
to happen. 


Bashkir Media Predict Press Dictatorship 


934F0012A Moscow NEZAVISIMAYA GAZETA 
in Russian 14 Jan 93 p 1 


[Unattributed NEGA article: “Poltoranin Will Become a 
Dictator’’] 


[Text] The Union of Journalists of Bashkortostan has 
published a statement concerning the edict “On Russian 
Federal Information Center [FIC],” issued by the Rus- 
sian Federation president. The statement says that the 
FIC will “present a threat to democracy and freedom of 
speech.” The republic’s journalists union thinks that the 
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FIC will become a dictator “much worse than the 
propaganda and agitation departments of party commit- 
tees of all levels.”” The statement authors also provide a 
rather detailed description of Mikhail Poltoranin, FIC 
director, as they know quite well “the condescending and 
snobbish attitude displayed by Mr. Poltoranin toward 
the republics and ethnic formations within the Russian 
Federation.” 


Local Press Distribution Problems Reported 
934F0012B Moscow PRAVDA in Russian 14 Jan 93 p 2 


[Article by Vladimir Ryabchikov, PRAVDA nonstaff 
correspondent: “Our Mail Is Crawling Here From the 
Continent With Many Transfers’’] 


[Text]Yuzhno-Sakhalinsk—The first issues of the news- 
papers PRAVDA and SOVETSKAYA ROSSIYA came 
to their subscribers in Yuzhno-Sakhalinsk as late as six 
days after they came out in print. People who live in 
other areas of this insular oblast got them even later. 
Why? The plane trip from Vladivostok, where the news- 
papers are printed, to Yuzhno-Sakhalinsk takes only two 
hours. 


“Because they are delivered totally at random,” 
answered V. Perov, postmaster of the Yuzhno- 
Sakhalinsk post office. 


Sometimes it happens as it did before the new year, he 
continued, when the newspapers were delivered by train. 
This is a long haul: The mail goes through Khabarovsk 
and Vanino, then by ferry to Sakhalin. There was a 
popular song once: “Our mail is flying here from the 
continent with numerous detours...."" Only it is crawling 
like a tortoise instead of flying. 


Why has our once speedy aviation become similar to a 
slow reptile? Do we not have a Vodopyanov any more, 
who started regular air flights from the continent to 
Sakhalin in 1930's? 


“Yes, we do,”’ I was told at the transportation depart- 
ment of the Sakhalin aviation group. “But our present 
condition may be compared only to the state of a 
terminally ill person who is dying slowly but surely. We 
experience chronic shortages of fuel, and its skyrocketing 
prices have forced us to make steep increases in the price 
of tickets; all this has thrown our work out of balance. 
We have to delay flights often, sometimes by several 
days. This is why newspapers are not delivered regu- 
larly.” 


Sagalayev on New TV-6 Moscow Channel 


934F0012C Moscow ROSSIYSKIYE VESTI in Russian 
15 Jan 93 p4 


[Report on interview with Eduard Sagalayev, Confeder- 
ation of Journalistic Unions chairman and TV-6 
Moscow board of directors chairman, by Nikita 
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Vaynonen; place and date not given: “Eduard Sagalayev: 
‘We Are Building New Television With You and For 
You’) 


[Text] Turn your dial Channel 6, and you will see on your 
screen programs of the first independent channel in 
Russia, TV-6 Moscow. If yours is an old set and the 
numbers on the dial do not correspond to channel num- 
bers, you can easily recognize this channel by its dynamic 
graphics, which give the channel a unique style and make 
it noticeably distinct from other programs. The firm logo 
TV-6 will soon appear in the corner of the screen. So far, 
however, one may receive these programs in Moscow only, 
and not in every rayon, at that. But the founding fathers of 
the new channel, namely, Eduard Sagalayev, Confedera- 
tion of Journalistic Unions chairman and chairman of the 
TV-6 Moscow board of directors, and Ted Turner, head of 
the American “Turner Broadcasting System” (TBS), hope 
to provide in 1993 the technical equipment ensuring a 
high-quality signal that can be received anywhere in 
Moscow. Later, the same will be done all over the country. 
Knowledgeable people recommend using an inside 
antenna instead of an outside one; one genius even used a 
piece of wire whose loose end he dropped into a jar full of 
water. At this first stage, TV-6 Moscow is on the air from 
7 p.m. till 12 p.m., but hopes are to have round-the-clock 
programming in the very near future. 


Why is there so much interest in the new channel? Here is 
what Eduard Sagalayev told our correspondent Nikita 
Vaynonen: 


{Sagalayev] The new channel went on air on the first day 
of the new year. During the five hours that are at our 
disposal now, we offer to our viewers two feature films: 
one, from the “Golden Movie Collection” category 
(films given to us by Ted Turner from his unique 
library), is an American classic; the other is one of our 
films, from the category ‘““Movie Theater.”’ During the 
first week of January, we showed American classic 
musical films from the 1940's and 1950's as well as 
several popular Russian films from various years. Twice 
a day we air CNN news live, which is translated simul- 
taneously. We hope that this will help to expand the 
informational range of our TV considerably, at least for 
Muscovites now. But the level and the prestige of the 
CNN information programs stand especially high in the 
entire world. These programs are considered to be the 
best from the point of view of their immediacy and of 
their informational volume. 


This is how I would phrase the slogan of TV-6: We are 
building new television with you and for you. “For you” 
means that we are independent of everyone except of our 
viewers. Before, journalists used to work for the party 
and for the Central Committee; even now, they are not 
quite free from doing something of the kind. The TV 
news, for instance, are still quite politicized. We are 
going to work only for those people who watch us, and 
for nobody else. We do not want to be and will not be 
dependent on any political parties, or any political games 
or preferences in general, or on the state budget. This 
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cannot be done without a support of the viewers. The 
new television can be built only together with you. But 
“with you” does not mean moral support or a rapport 
with the audience only. It also means the policy of an 
open house which we conduct in our relations with the 
artistic intelligentsia and viewers. This also means their 
participation in the financial and organizational struc- 
ture of the channel. It is, of course, inhumane and 
unrealistic to demand user fees from some old women 
who often do not have enough money to pay their rent. 
We have chosen a different way. 


In order to make it possible for everybody in Moscow to 
watch our programs, we need to do some serious recon- 
struction of our receiving network. Transmitting systems 
present less of a problem. We can just buy a transmitter. 
We also have plans to build up the Ostankino TV tower, 
thus making it again the highest in the world. But the 
reception is our weak link. Our cable network exists at 
the stone-age level. We need a lot of investments. In this 
we rely on the local authorities, on viewer participation, 
and on some sponsors. If 10,000 subscribers pay 15 
rubles [R] each, we will be able to rebuild the main 
receiving station in a subdevelopment. Or some busi- 
nessman can donate the same R1 50,000 as a gift of new 
television to the whole area. This will not be done just for 
our Channel 6, but it will open up the possibility of 
entering the world information space. 


[Vaynonen] Eduard Mikhaylovich, I remember that a 
few years ago you talked about your dream of creating 
the television of the 21st century. Is this a step in this 
direction? 


[Sagalayev] At that time I had the concept of a culture- 
and-education television. Our Channel 6 is an informa- 
tion-and-entertainment family television. 


[Vaynonen] There is such a slogan: Educate while enter- 
taining. 


[Sagalayev] That is a good slogan, but things are not that 
simple in reality. This present concept is freer, it is more 
independent. It is closer to reality and to the public’s 
wishes. Of course, we want to educate, but we do not 
want to use the way it was done in the good old 
Ostankino series on the Hermitage, through lecturing. 
We want to do it in a easy and comprehensive manner 
and, what is more important, to do it as entertainment. 
We want to create mass television which at the same 
time will have an intellectual, elite character, if you will. 
We want to marry these two trends. 


[Vaynonen] Nobody has managed tc do it so far. 
[Sagalayev] Then our task is all the more interesting. 


[Vaynonen] But where is an antidote which can neu- 
tralize the dictatorship of bad taste? Especially in com- 
mercial programming? 


[Sagalayev] Americans have a popular sport, wrestling. 
Two giants deal cruel, almost deathly, hammering blows 
at each other. These programs gather huge numbers of 
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viewers, and commercial sponsors are attracted to them 
like bees to honey. But there is one small nuance: When 
the opponents show up in knee-long shorts decorated 
with daisy designs, the point of your view changes 
drastically. It is a circus, you see. Wrestling matches used 
to be immensely popular in Russia at some time in the 
past. When I saw wrestling in this light and also listened 
to the ironical commentary to it, all these heart-breaking 
screams, falls, and blows made me laugh to the point of 
tears, even though I consider myself a somewhat edu- 
cated person. It is a wonderful way to relax. 


[Vaynonen] What do you get from your cooperation with 
Ted Turner? 


[Sagalayev] Oh, a lot! If you are thinking in terms of 
dollars, you are wrong. Some people think that Turner 
has bought Channel 6. I wish they could spend a couple 
of days in my shoes. We acquire everything and earn 
everything ourselves. We do not get any hard currency or 
any fabulous salaries. We do not have a kind American 
uncle. Turner provides us with films and CNN program- 
ming, and he gives us good terms because we are 
partners. But they do not come for free, and there are 
expectations of future profits also. These are sensible, 
normal, businesslike relations. 


[Vaynonen] What are your plans? 


[Sagalayev] Things that we have shown already do not 
present the image of the channel; they are more like 
separate features. We are thinking about starting our 
own information program that will cover the events in 
Moscow and in Russia. But we will not do it any time 
soon, because such a program requires a lot of financing 
and professional effort; we will have to train people, set 
up a journalist pool, and so on. 


Many eminent journalists and representatives of the 
artistic intelligentsia have been cooperating with us since 
the first days of our channel. In April, we will start airing 
our own, original programming. The ViD TV company, 
which is one of our stockholders, is preparing a chil- 
dren’s program. Rolan Bykov has given us his films, and 
he is also making a children’s program. Nikita 
Mikhalkov has organized a retrospective show of all his 
films, and also presented some original programs. We 
expect a lot of interesting things from other members of 
our board of trustees, which includes very different 
people, from KOMSOMOLSKAYA PRAVDA editor 
Vladislav Stronin to TRETYE SOSLOVIYE editor 
Aleksey Adzhubey. The chairman of the board is Viktor 
Merezhko who, incidentally, is working on a Russian 
“‘soap opera.”” There are plans to produce a serial based 
on the life of the “Russian superman” Gilyarovskiy. 
Another attractive story is the love of Count Sheremetev 
for Parasha Zhemchugova. But we will be able to do this 
only when we have enough money. It will be easier to 
realize some very attractive documentary film projects. 
We have quite a variety of ideas for them—about the 
murder of Amin, about the Soviet circus, “The 
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Unknown Lenin,” “Russians in Hollywood.” We real- 
ized, by the way, that more than a half of those people 
who started Hollywood and contributed to its glory were 
immigrants from Russia or people of Russian descent. 
Incidentally, | want to mention here that any apprehen- 
sions about our intention to Americanize our television 
are totally unfounded. TV-6 is a Russian channel. But we 
need to bring it to a world level. We are open to artistic 
contributions, to crazy ideas, and to suggestions. Write 
down our contact telephone number: 290-88-85. 


Article on Government Secrecy Prompts Heated 
Exchange 


Journalists Fear Increasing Secrecy 


934F0023A Moscow NEZAVISIMAYA GAZETA 
in Russian 14 Jan 93 p 1 


[Article by Vera Kuznetsova under the column heading 
“Power”: “Secrecy in the Activities of Russian State 
Structures Keeps Increasing”’] 


[Text] To what extent does power permit oversight?! 
Over the past several weeks (since the Seventh Congress 
of People’s Deputies of the Russian Federation), this 
criterion of democracy has become more topical for 
everyone, not just for the press. In the past, too, the 
national leadership tried to keep information under 
wraps; now, with the advent of Chernomyrdin and 
Yeltsin’s fiasco at the Congress, it seems that the doors 
have been completely slammed in the journalists’ faces. 
On top of the fact that the prime minister’s press 
secretary, Pavel Gurin, generally does not answer his 
phone and it is impossible to locate him at any other 
numbers, even official information channels—RIA 
[Russian Information Agency] and ITAR-TASS—did 
not carry a single commentary on such important meet- 
ings as that between Chernomyrdin and Ter-Petrosyan. 
The president, too, holds fewer and fewer meetings open 
to the press. Yesterday Boris Yeltsin held a meeting with 
members of the government and the Supreme Soviet in 
the House of Reception; coverage of such an event (let 
me assure the readers—it was indeed an event!) 
remained inaccessible for us. Although for objectivity’s 
sake it should be noted that the president is still more 
accessible than the government or the Security Coun- 
cil—apparently through the personal efforts of his press 
secretary, Vyacheslav Kostikov. On the other hand, he 
still has not made good on his promise to hold weekly 
briefings—is there no money, or what?.. 


As to the Security Council (in the sense of getting 
information), yesterday again, like a month ago, there 
was trouble. Thank God, the topic of the current meeting 
was the Ingush-Ossetia conflict, which means that the 
State Committee on Nationalities Policy chairman, 
Sergey Shakhray, was speaking there, and he, in turn, has 
a press secretary, Konstantin Yeliseyev, who, I will share 
this secret with you, does answer his phone and always 
sends information through agencies. Therefore we are 
able to report that yesterday in the Kremlin at the 
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meeting of the Security Council’s Interregional Commis- 
sion headed by Shakhray, the discussion centered on 
Stabilization activities of federal structures of executive 
power in the conflict region. Also yesterday the Russian 
Federation government, by decision of the Russian Fed- 
eration Supreme Soviet Presidium, called for ensuring 
the safety of the residents of the region as a whole, first 
and foremost of North Ossetia’s Prigorodniy Rayon. The 
executive branch will have to seriously engage in this, 
since in its decree the Russian Federation Supreme 
Soviet Presidium, pointing out the center’s potential for 
coercion, judged the decision to create a North Ossetian 
republic guard (ostensibly for the purpose of protecting 
residents) not to be in compliance with the Constitution 
of the Russian Federation. In addition, the same docu- 
ment says: to consider impermissible the creation of 
armed formations not envisaged by Russian law on the 
territory of the Russian Federation. At the Presidium 
Shakhray presented arguments in favor of the necessity 
of these measures; this morning he left for Chechnya. 


Government Official Disputes Secrecy Charges 


934F0023B Moscow NEZAVISIMAYA GAZETA 
in Russian 16 Jan 93 p 2 


{Letter to the editors from Grigoriy Bukhvalov, press 
secretary to Vladimir Shumeyko, first deputy prime 
minister of the Russian Federation: “Our Government Is 
‘Not Classified””’] 


[Text] Esteemed colleagues! 


I read your front-page material “Secrecy in the Activities 
of Russian State Structures Keeps Increasing,” guided by 
your newspaper’s motto “Without Anger and Preju- 
dice,” in great bewilderment. 


First and foremost I was stunned by the preconceived 
nature of the idea of “doors slammed in journalists’ 
faces.” 


Over the past half year First Deputy Prime Minister 
Vladimir Shumeyko alone had meetings, interviews, and 
press conferences with representatives of 59 newspapers, 
magazines, and radio and television programs. Also, I do 
not recall a single occasion when he attempted to dodge 
any “unpleasant” question or issue that until recently 
had been considered “‘secret.”’ 


Very popular among journalists are the “roundtables” 
held twice a month so that journalists can obtain valu- 
able information, as they say, ‘firsthand.’ The latest 
“roundtable” was held on 14 January; the next will be 4 
February. So be ous guests, especially considering that 
the newspaper editors should know this without a 
reminder from me. In September last year your commen- 
tator put his name on the list for a “roundtable” and, 
naturally, immediately received an invitation. 
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I want to warn you right away: I cannot promise “hot 
stuff” at these meetings; the conversation there is busi- 
nesslike, extremely to the point, and tightly packed— 
30-60 questions. 


The only credentials required is the journalist's desire to 
be there. There are no preferences by definition. 


And lastly. In a society that is politicized to the hilt, 
despite the continuous invocation of such notions as 
depoliticization, deideologization, and so on, a jour- 
nalist, in my opinion, should be like a surgeon, and his 
pen like a scalpel, guided by the “do no harm” motto. 


In this connection permit me to ask this question: What 
is the purpose of creating the image of a “classified 
government”? 


As to my colleague Kuznetsova, I would like to remind 
her of our old journalistic principle: ““Work does not go 
looking for a journalist—it is always the other way 
around!” 


If her material lays claim to the laurels of an investiga- 
tive expose, its author undoubtedly knows (or ought to 
know; after all, accusing the government of concealing 
information is a very grave accusation!) that the matter 
of providing informational support for government 
activities is the province of the first deputy prime 
minister. There have been no attempts to establish 
contact with him, however, or with his press secretary. 
Why? I do not want to assume anything negative—let us 
consider it a mere journalistic “oversight.” 


I hope that publishing this letter will allow the newspaper 
to look differently at the relationship with the govern- 
ment. 


With my best regards, 


Grigoriy Bukhvalov, press secretary to the first deputy 
prime minister of the Russian Federation. 


P.S. The editors would like to point out that V. Shum- 
eyko is not mentioned at all in Vera Kuznetsova’s 
aforementioned material. As to so-called banner head- 
lines (bold headlines on the front page), they are not 
written by the author altogether—it is the job of the 
editor on duty. 


Journalist Responds to Official’s Letter on 
Secrecy 


934F0023C Moscow NEZAVISIMAYA GAZETA 
in Russian 19 Jan 93 p 2 


[Article by Vera Kuznetsova under the column heading 
“Polemics”: “A Pen Is Not a Scalpel: NEZAVISIMAYA 
GAZETA Journalist Replies to Deputy Prime Minister’s 
Press Secretary”’] 


[Text] In issue No. 8 of NEZAVISIMAYA GAZETA, the 
editors published a letter from Grigoriy Bukhvalov, 
press secretary to Vladimir Shumeyko, first deputy 
prime minister of the Russian Federation, in reply to my 
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material in issue No. 6 “Secrecy in the Activities of 
Russian State Structures Keeps Increasing.” 


1. In response to G. Bukhvalov’s lengthy listing of the 
occasions of his (and V. Shumeyko’s) contacts with 
journalists, I would like to say that neither the deputy 
prime minister nor his press secretary were mentioned 
precisely for the reason that there are no gripes against 
them. It is another matter that the first deputy prime 
minister is in charge of providing informational support 
for government activities (that is probably why G. 
Bukhvalov was tasked with writing a letter to the editors 
rather than the persons directly named in NEZAVISI- 
MAYA GAZETA). I do not think, however, that V. 
Shumeyko’s duties include supervision during working 
hours of press secretaries to members of the government 
(my material noted, for instance, that the prime minis- 
ter’s press secretary, Pavel Gurin, does not answer any of 
his phones). 


2. Unlike G. Bukhvalov, I am convinced that in any 
society a journalist should be like a journalist, not a 
doctor, and his pen should be just that—a pen, not a 
scalpel; and the purpose of his job should be not the 
high-minded “do no harm” but something much more 
grounded—“ provide information.” Which is what I did, 
having written that after the Seventh Congress of Peo- 
ple’s Deputies of the Russian Federation “it seems that 
the doors have been completely slammed in journalists’ 
faces” (examples provided in issue No. 6. 


3. Anyone reading the text criticized by G. Bukhvalov 
will see that it (the text) has nothing to do with an 
“investigative expose”: I merely enumerated the facts 
known to me as of 14 January 1993; hence there was no 
need to “establish” additional contacts with anyone, 
including G. Bukhvalov. 


Officials on Security Ministry Policy 


934K0244A Moscow LITERATURNAYA GAZETA 
in Russian No 4, 27 Jan 92 p 13 


[Interview with Yevgeniy Savostyanov, Russian deputy 
minister of Security and chief of the Ministry of Secu- 
rity’s Moscow Administration; and Aleksandr Tsarenko, 
first deputy chief of the administration, by LITER- 
ATURNAYA GAZETA commentator A. Pavlov, place 
and date not given: ““How Much for Power These Days? 
To Combat Crime Means To Find Correct Macrosolu- 
tions”’] 


[Text] 


[Paviov] For a long time I wrote mostly about science 
and scientists. For almost 20 years, I was the head of the 
LITERATURNAYA GAZETA science department. 
And right now I cannot get rid of the feeling that the 
person I am talking to right now is one of those I dealt 
with over the period of all these years (you are a physicist 
by profession and previous job, are you not?). How do 
you feel about yourself—do you feel like a member of the 
state security organs? 
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[Savostyanov] From my point of view, there are a lot a 
similarities between scientific work and a considerable 
part of what constitutes a state security officer’s job. | 
believe that the bulk of state security work is information 
collection and the analysis of the current processes. 
Identifying those that represent a threat to state security 
and developing measures to reduce this danger to a 
minimum. Right now our country is at such a stage that, 
because of a considerable disorder in the processes 
taking place in it, some macrosolutions may produce a 
much better effect than applying efforts at some or other 
specific point. For instance, one can conduct ad infin- 
itum intense operations, liquidating the same type of 
crime performed by different criminal groups, while by 
putting through a correct macrosolution—economic, 
administrative, or legislative—one can liquidate this 
type of crime much faster. 


[Pavlov] I completely agree with you. In Moscow, auc- 
tions to sell decrepit buildings and other structures are 
being actively stalled. Everyone knows that the people 
who are stalling them are the bureaucrats, for whom it is 
much more profitable quietly to hand out these buildings 
for enormous bribes. Nevertheless, this “enabling” situ- 
ation is not being eliminated. This means that anyone 
who could have eliminated this situation is tied to these 
bribe-takers, is he not? 


[Savostyanov] We discussed this with Luzhkov. And we 
agreed that a full transition to selling buildings through 
bids and auctions will remove a whole layer of crimes 
connected to bribery. But if you sell everything at 
auctions, the buildings will end up in the hands of those 
who have more money. At the same time, it is still 
unclear through what means this money has been 
grabbed. A small enterprise forum recently was held in 
Moscow. Luzhkov was besieged with requests to help 
with office space. Small businesses, especially the begin- 
ners, are unable to compete with those who already have 
acquired large capital. Small business needs, if you wish, 
arbitrary support on the part of the administrative 
organs. 


[Pavlov] Of course, support is needed; the question is 
what kind. One may establish a certain quota of office 
space reserved for allocation to small business, and hold 
a bidding—again, open, public—only among them. This 
is wrong—to give up the auction option on the grounds 
that the winners will be those who already have grabbed 
enough money. You have to prove that it was grabbed. If 
there is no proof, there are no grounds to subject them to 
discrimination and to limit the purchasing capacity of 
THEIR money. This is again the government’s arbitrary 
interference in the formation of a market economy. 


[Savostyanov] We have to get used to combining dif- 
ferent mechanisms. In addition to auctions, arbitrary 
decisions of a kind I was talking about are needed. 
Overall, however, in this instance a macrosolution that is 
needed to cut down dramatically on such a crime as 
bribery is an all-out expansion of real estate sales through 
auctions. If thousands of buildings are put up for sale, 
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this type of crime will diminish. If we start on top of that 
to sell land lots, this will be another step in the right 
direction. 


[Pavlov] It is said that the nucleus of the criminal world 
is concentrated in Moscow now. The size of the capital 
that controls this nucleus is enormous: Large-scale finan- 
cial machinations with the participation of the “shadow 
capital” from the North Caucasus region alone has cost 
the state 100 billion rubles [R].... The territory of 
Moscow is divided between mafia groups. At the same 
time, in one-half of last year (I came across this statistic) 
only 183 members of criminal groups were brought to 
justice. Moscow is rife with bribery, especially in execu- 
tive power structures, but during the same half-year, 
again, only nine instances of bribe taking by officials 
were uncovered. How can one explain such a weak 
showing by the law enforcement organs? 


[Savostyanov] Far from all operations in combating 
Organized crime are within the sphere of our compe- 
tence. We deal with a rather small spectrum of these 
activities’ manifestations—the part where it reaches into 
the organs of power, administration, or law enforcement 
organs: The greater share of the work concerning orga- 
nized crime is the prerogative of the MVD [Ministry of 
Internal Affairs]. In time, I hope, a greater emphasis will 
be placed on the tax investigations administration. In 
other countries, 85 percent of the fight against organized 
crime is done through these administrations, the finan- 
cial police, and so on. 


It is true, criminal groups on the territory of Moscow 
practically have divided the spheres of influence. And 
dictate their will. Especially when it comes to street 
trade. This, again, requires a macrosolution. Where did 
such a splash in street trade come from? Because there is 
a limit on [retail] trade markups. A macrodecision has to 
be made—to repeal it. 


Meanwhile, right now it is more profitable to sell the 
goods with a large markup through the back door to a 
street jobber, for whom markup limits do not exist at all. 
Repeal this limit, and the goods will be sold in the stores. 
And taxes paid. 


[Pavlov] Do you believe that it was done out of igno- 
rance—the trade markup limits? Or is there some inten- 
tion here? 


[Savostyanov] Such a approach has its own plus. All 
stationary trade outlets are part of an established system 
of connections that must be broken. The easiest way to 
break the trade monopolism was to take this road. In my 
opinion, however, we have to go further than that.... 


I do not think there was an evil intention behind it. 
Simply put, of two evils, monopolism was targeted as the 
main one. The emphasis was made on combating it. 


[Paviov] That is, a blow was dealt to the state mafia, 
which at the same time gave a boost to the nonstate 
mafia... 








FBIS-USR-93-019 
24 February 1993 


[Savostyanov] To a certain extent, yes. 


{[Paviov] Could you name some of the more typical 
operations that your administration has conducted 
lately? 


[Tsarenko] Mainly, our efforts were directed at pre- 
venting crime in the sphere of economics, as well as 
smuggling and hard currency operations. And, naturally, 
violent crime. Last year, we have liquidated 15 crime 
groups, confiscated a lot of arms and valuables. Together 
with law enforcement organs, we have halted theft of 
nonferrous metals, strategic materials, and rare earth 
elements in Noginsk, Mytishchi, Elektrostal, Naro- 
Fominsk, Podolsk, and other locales. The famous Oper- 
ation Trawl alone netted R3.5 billion worth of stolen 
valuables; during Operation Barrier, conducted in 
Moscow airports, 370 kg of radio parts containing gold 
were confiscated. Together with the Economic Crime 
Administration, we have averted the theft of more than 
R20 billion through fake letters of advice. Quite a lot has 
been done with respect to combating the theft of arms 
and valuable cultural objects. You have already reported 
on the apprehension of an international group of coun- 
terfeiters in Moscow, who were trying to circulate 11 
million counterfeit dollars.... 


[Pavlov] How do the current authorities look, from the 
point of view of corruption? Are they more or less honest 
than the old ones? 


[Savostyanov] This is a difficult question to answer. One 
can say only one thing with certainty: As the process of 
privatization progresses, the authorities will become less 
and less corrupt. As property becomes separated from 
State structures, the field for bribe taking, abuse, and 
theft will continue to narrow... 


To me, the most obvious loophole for abuse is creating at 
enterprises affiliated small businesses which consist of a 
director, a chief accountant, and their relatives. 
Resources, property, and equipment are pumped over to 
such enterprises at giveaway prices. While the profit 
from operations settles in the pockets of the top manage- 
ment. 


As to organized crime, the picture is very depressing. 
The criminal world controls entire spheres of economic 
life of our society. I have already mentioned street trade. 
To a large extent the same is true with respect to the 
entertainment business. Show business, casinos, rou- 
lette, gambling machines.... We have information that in 
a score of locales the criminal elements practically aim at 
subjugating the legitimate organs of power. Is this task 
realistic? Why not? There is big money involved. In 
principle, representatives of the authorities are quite 
vulnerable. Quite often, in a sense, defenseless. So they 
are put under pressure, and later simply became an 
object of bribery or blackmail.... The next possible step is 
to wait for elections and, having spent the accumulated 
money, put their own people in place. 


{[Paviov] Have they not been put there already” 
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[Savostyanov] I cannot say that we have information 
indicating such with respect to the 1990 elections. To the 
best of my knowledge, until recently the prevailing mood 
in the criminal world was: Why should we spend money 
on taking chances—it is better to wait until the elections 
are over; then we will spend it on buying those who are 
already deputies. This is cheaper and more effective. 
This is, in my opinion, the greatest problem. 


[Pavlov] In your opinion, to what extent will the crim- 
inal world and the world of power merge in the near 
future? 


[Savostyanov] I think the prognosis is very unfavorable. 
At the same time, as is known, no country in the world 
permits the criminal world to totally overrun it. In the 
end, as the situation becomes especially dangerous, some 
measures are taken: special legislation; law enforcement 
organs are given extraordinary powers, and then a pow- 
erful counterstrike is inflicted. A classic example is 
Colombia, where the cocaine mafia seemingly had 
overrun the state, fully and completely. Nevertheless, the 
state has found the strength within itself to overcome 
this almost terminal disease. 


Going back to our business, the legal, material-technical, 
financial, and personnel base of law enforcement organs 
are clearly inadequate for combating crime in its present 
form. In the end, though, this situation should change. 
Society will understand that there is no more room for 
retreat under the assault of crime. 


[Pavlov] Have you had a situation where in the course of 
some investigation it turned out that criminal links went 
too high up and you were ordered to stop the investiga- 
tion? 


[Savostyanov] Over the year plus that I have been on this 
job, I do not know of any such case. In the past, from 
what I know, these things have happened. 


[Pavlov] What can you say regarding the fact that illegal 
armed formations are being set up here and there? 


[Tsarenko] We do indeed get many such reports iately. 
We have done some serious investigating, and in the 
overwhelming majority of instances it has turned out not 
to be true. There are many protection groups, including 
illegal, unregistered ones, “tied’’ to rather well-known 
figures, but still, they cannot be called paramilitary 
formations. 


[Pavlov] In my recent conversation with Dudayev, | 
heard from him a warning (actually, he has voiced it 
many times) that in the event of a military confrontation 
between Russia and Chechnya, the war will be conducted 
on the territory of Russia, that is, by some sabotage 
forces, into which, we are to assume, current criminal 
groups—among others—are being transformed. In your 
opinion, how serious is this threat? In particular, for 
Moscow? 


[Savostyanov] There is such a threat; our job is to reduce 
it to a minimum. 
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[Tsarenko] Taking into account that the number of 
citizens of the Chechen Republic residing in Moscow 
either temporarily or permanently is quite substantial, as 
well as the fact that many of them participate actively in 
various criminal structures, and finally, taking into 
account Moscow’s extremely poor defenses against sab- 
Otage, such a threat is indeed not idle. We do not have, 
however, real confirmation that some sort of specific 
formations are being set up. Although we understand 
that these threatening statements on the part of the 
leader of Chechnya may not be just empty threats, so we 
keep an attentive eye on the situation. 


[Savostyanov] Still, a politician must think of the conse- 
quences of his words. Attempts to frighten us with such 
Statements are not serious. They can only harm the 
Chechens living in Moscow. Far from all of them are tied 
to criminal structures. 


[Pavlov] Right now, they are trying to sort out in various 
parliaments of former socialist republics, who among the 
deputies had cooperated with state security organs. In 
your opinion, had such an investigation been started by 
the Russian parliament, what figures would have come 
out—approximately, how many former agents could be 


“exposed’”? 


[Savostyanov] It is difficult to name figures. And per- 
haps simply wrong. I am not sure that everyone fully 
understands what it means to have been a Committee for 
State Security agent. We have a stereotype that these 
people only helped in the struggle against dissent. A 
considerable share of agents was used for intelligence 
and counterintelligence, however. Some were simply 
doing economic and political analysis. Some were 
involved in combating crime. How do you distinguish 
one kind of an agent from another? And is anybody 
trying to do this? In unmasking the KGB agents, it is easy 
to start striking at people who have devoted their entire 
lives to helping the state, protecting its interests, without 
identification with a specific political regime. 


[Pavlov] Poltoranin recently said that he is convinced 
that such newspapers as PRAVDA and DEN are 
financed with the CPSU money, which ought to be 
returned to the state treasury. What can you say in this 
respect? 


[Savostyanov] Everyone knows what the sources of 
PRAVDA financing are.... 


[Pavlov] All that is known is that some Greek with a fat 
wallet gives it money. It has not been found out, how- 
ever, what is the original source of this money. 


[Savostyanov] In any case, speaking about “agents of 
influence,” actually, PRAVDA, all of its staff, and it 
authors are unquestionably “agents of influence,” since 
the paper is published with foreign money. The authors 
receive foreign fees. 


[Pavlov] Have you found out which of your employees 
leaked to DEN the analytical report on the activities of 
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the Moscow mayoralty, prepared by your administra- 
tion’s staff? The “patriots” have used this report with 
great fanfare as a “compromising material” against 
Luzhkov. 


[Savostyanov] Yes, we did find out. That report was not 
leaked by our employee. 


[Pavlov] Who then? 


[Savostyanov] That is a different question. The report 
was circulated in the Supreme Soviet. It could have 
gotten to DEN from there. The important point is that it 
does not contain anything that could be considered 
evidence. 


[Pavlov] In your opinion, what percentage of your 
employees sympathize with the ideological leanings pro- 
pounded by the aforementioned PRAVDA, DEN, and 
some other publications? 


[Savostyanov] Many. 
[Pavlov] Most? 


[Savostyanov] Hard to tell. We have not conducted 
sociological surveys. But I think there are many. In such 
structures as the KGB, communist and “patriotic” ideas 
were not an empty sound. I saw what a hard blow for 
many people the rejection of these ideas was. 


[Tsarenko] That a considerable share of our employees 
have remained adherents of communist ideas is beyond 
doubt. We were raised on them. They were tightly 
intertwined with personnel selection, and they seriously 
influenced all our work. It is impossible to discard it 
overnight. The point is different—to what extent do 
these ideas influence our current work? I can tell you 
with certainty—to a minimal extent. 


[Pavlov] But it is impossible not to manifest political 
preferences... 


[Tsarenko] Why? We have a firm rule now: Within these 
walls, your political views should not show. 


[Pavlov] Do you have democrats? 
[Savostyanov] I hope so. 


[Pavlov] Yevgeniy Vladimirovich, do you not feel that 
sooner or later the system will spit you out, as the MVD 
system did with respect to Murashev? After all, both you 
and Murashev are foreign bodies for these two systems. 
How did you manage it so that it has not gotten rid of 
you yet? Have there been attempts to remove you from 
your job? 


[Savostyanov] I would formulate this question this way: 
Do you understand that sooner or later you will have to 
part with this system? Yes, I do. As to Murashev, it is not 
that the MVD system spit him out. I am deeply con- 
vinced that he was removed from his post simply to show 
that the MVD had to increase the fight against crime. He 
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was often blamed for saying openly that crime had been 
growing and will continue to grow, and nothing could be 
done about it... 


[Pavlov] As is known, over the past year the democratic 
movement in Russia has become considerably weaker. 
In particular, Democratic Russia has retreated from 
many of its positions. Was it a spontaneous process, or 
was it helped along, among others, by special services 
through their agents? 


[Savostyanov] Were the special services to be involved in 
this, they should have done something about it much 
earlier. They were in a much better position to do it then. 
As to Democratic Russia, what happened to it was an 
absolutely natural process. First, it never claimed the 
role of a party. It was always close to a parliamentary 
system which sleeps between the elections and wakes up 
during the next election campaign. Second, there is 
something happening now in our country over all, which 
I consider tremendously beneficial for it—a global 
change from some sort of abstract universal thinking on 
the part of each individual citizen to a thinking directed 
toward his specific personal interests; the withdrawal of 
people from politics. As is known, in a normal society, 
politization encompasses less than one percent of the 
population. When politization reaches three percent, it 
produces a high degree of political instability. Politiza- 
tion in excess of five percent is typical for a state of a 
civil war. For a normal politization of Moscow, a figure 
of 100,000 people would be adequate. The situation 
when it was possible to bring out 300,000-400,000, or 
sometimes 500,000-600,000 people to a rally was an 
anomaly. This should not be happening. People should 
turn their back on politics and go about their own 
business, working on their own prosperity, thus bringing 
about prosperity for the state. It has always been typical 
for our society that we gave all our empathy to the battles 
in Angola, or the struggle of the Cubans or the Viet- 
namese against American imperialism, while it bothered 
nobody that the sidewalk in front of his house was not 
swept. 


As to Democratic Russia, it was never homogeneous. It 
was always torn by internal contradictions, which in the 
end led to a split and somewhat weakened the move- 
ment. At the same time, I would not dramatize the 
situation. After all, in a matter of a morth and a half, 
Democratic Russia has collected 2.5 million signatures 
in support of the referendum, while Workers’ Russia 
collected only 800,000 over six months 


Yes, there are fewer people coming to Democratic 
Russia rallies than in the past, but rallies are not the 
main point. The reform must be moved forward by 
practical deeds, especially on the local level. Should 
Democratic Russia need, however, to bring five or six 
times as many people to a rally as its opponents, believe 
me, it will easily do it. 
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Rutskoy on Relations With Baltics, Crime 
934F0058B Moscow PRAVDA in Russian 6 Feb 93 p 2 


[Report by PRAVDA correspondent Valeriy Orlov: “A 
Fish Rots From the Head: Aleksandr Rutskoy’s Nizhniy 
Novgorod ‘Sketches””’} 


[Text] As the man overseeing the country’s agriculture, 
naturally Rutskoy touched on this topic in all his meet- 
ings in Nizhniy Novgorod. And every time he empha- 
sized that we lose annually up to 50 percent of output 
produced. Hence, half the money appropriated for agri- 
culture is wasted. What is the essence of the reform of the 
agro-industrial complex? To divide the land, take the 
road of private farming? 


“No, this is just another slogan, another deception,” 
emphasized Rutskoy. “In order for us to set up a 
commodity production system at current prices, we need 
to find a minimum of 50 million rubles for each farmer. 
Do we have this kind of money? No. This is where the 
deception lies.” 


At this point, said the vice president, we have prepared a 
program of agro-industrial reform. In particular, a 
package of documents has been developed with respect 
to the creation of land banks, which will help establish a 
financial system that will provide incentives for pro- 
ducers. How can we cut the losses in output? By devel- 
oping a network of small and medium-capacity enter- 
prises for processing agricultural output. Rutskoy noted 
that it is necessary to plan and regulate the processes in 
agricultural production, rather than let things develop 
spontaneously, as occurs now. 


Nizhniy Novgorod residents spoke bitterly about the 
rights of the Russian-speaking population being violated 
in a number of places in neighboring foreign countries, 
reaching the point of terror. 


‘I recently met General Shalikashvili, commander of the 
NATO Joint Armed Forces in Europe,” said Rutskoy. 
This is what he said: Until you explain to some that they 
cannot pick on Russians, this will continue. 


Speaking about combating crime, the vice president 
remarked that this undertaking should begin from the 
top, from the head. He cited this example at a press 
conference: ““A document was brought to me recently. A 
man in the rank of deputy chairman of the government 
signs a contract: $80 million is allocated for purchases of 
seed potatoes. Where is the contract? It is not there. 
Then the contract it brought to me. The subject of it is... 
brandy; that is, the money went for booze instead of seed 
potatoes. What does it mean to buy brandy cheap there 
and sell it here? This deal put $8 million in each 
participant’s pocket.” 


The vice president also proffered a clear point of view on 
the issue of borders and so-called disputed territories. 


“We have to clearly define our position on borders,” said 
Rutskoy. “Take Crimea—it is a scared Russian land, 
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soaked 10 times over with Russian blood. Why do we 
have to comply with Khrushchev’s decision to give it to 
Ukraine? After all, it was made in violation of all laws.” 


“Or look,” said Rutskoy, “at the absurd things that are 
happening because of Estonia’s territorial claims. In 
other republics, too, there are a lot of areas moved from 
one jurisdiction to another by a Politburo decision. 
These are dangerous things. Time will pass; new gener- 
ations will replace us, and they will continue to raise the 
issue. This means bloodshed.” 


A. Rutskoy was asked at the press conference whether he 
will be running for president of Russia in the new 
elections. 


“We will see!” replied Aleksandr Vladimirovich. 


No Progress in Maritime Kray Fight Against Crime 
934F0016A Moscow ROSSIYSKIYE VESTI in Russian 
3 Feb 93 p 4 


{Article by Lidiya Smirnova: “‘The Maritime Kray 
Mafia, or Why Corruption Is Flourishing” 


[Text] Vladivostok—The edict on measures to protect 
citizens’ rights, maintain law and order, and step up the 
fight against crime was issued in October of last year. 
However, no significant progress has been made. On the 
contrary, crime has taken on an organized character. The 
word “mafia” is becoming more and more frightening. 


As one entrepreneur told me, the mafia is “‘when, for a 
price, you can suddenly instantly solve problems that 
you had been unable to take care of in a legal manner in 
the corridors of power. But you will never see the 
so-called ‘leader,’ as there are a great many people who 
operate along the chain.” 


I would like to regard this assertion as nothing more than 
an implausible claim, a fabrication. But facts prevent me 
from doing so. 


According to the kray procuracy and the kray Security 
Ministry administration, not one of the serious eco- 
nomic crimes committed in the Maritime Kray in recent 
times has gone to the courts. Corruption has spread 
throughout various spheres of our life, and mafia struc- 
tures are taking advantage of this. 


Above all, this corruption has infected employees of state 
institutions, more than 50 percent of whom engage in 
business activities on the side. However, law- 
enforcement agencies’ efforts to combat this dangerous 
phenomenon are often sidetracked by the absence of a 
law that would establish criminal liability for holding 
jobs in state and commercial structures simultaneously. 


Nor has the mafia ignored law-enforcement agencies. In 
return for dropping a criminal case or rendering the 
desired ruling, justice officials are offered sums of money 
they couldn’t earn in a lifetime. Not all are able to 
withstand this temptation. There are instances in which 
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murders have been committed in order to intimidate 
witnesses and other participants in criminal trials. 


The Law on the Status of People’s Deputies, which 
guarantees them immunity, is also grist for the mill of 
corruption. Under the law, People’s Deputies demand 
that a Soviet authorize any arrest or filing of criminal 
charges against them, during which time, as a rule, 
criminals can cover their tracks. 


Incidentally, in the United States a member of Congress 
has immunity only inside the Congress building. A 
person applying for a government job there goes through 
a series of strict checks, from the submission of a 
declaration of income to special tests for reliability. This 
prevents people with questionable pasts from working 
for government services. In addition, the agency charged 
with combating corruption is not dependent on any 
departments (including the police or security services) 
and is financed via a separate government budget item. 


In our country, officers of the Ministry of Security are 
under the control of the procuracy, which fetters their 
initiative. And in general, working conditions for law- 
enforcement agencies are incomparable. Minimum com- 
munications and other equipment are provided. The 
specialists’ pay, as we know, offers no incentive, even 
though the danger of the work has increased severalfold. 
It is getting harder every year to place people in these 
agencies. One can’t help wondering if this is to some- 
body’s benefit. 


The Maritime Kray mafia actively exploits another leg- 
islative loophole—the lack of a law on the state border. 
This problem has been compounded by the opening of 
Vladivostok and its becoming a free economic zone. Of 
the 43 joint ventures operating in the kray (and if we 
include regional branches, there are a total of 230 joint 
ventures), only 29 produce output, while the rest engage 
in commerce. Many businessmen register goods to be 
exported abroad under false documents. Smuggling has 
taken on an almost legal character. 


Two examples. In the Khasan border area, employees of 
a North Korean firm, Zen Sek Ho and Li Don Chen, 
were detained as they were ostensibly taking out of the 
country a large shipment of food products, medicinal 
plants (ginseng, musk-deer), and other goods that are not 
subject to licensing. But the smugglers tried to deceive 
customs officials. Not knowing that they were being 
watched by border troops, they presented their freight 
for inspection after they had switched it en route with 
other goods from another truck that was following them 
in a roundabout way. 


An attempt by the Khabarovsk firm Fakt to export four 
tonnes of copper scrap was foiled at the motor vehicle 
checkpoint at Poltavka, Oktyabr District. There are 
countless such examples. Customs officials haven’t even 
been able yet to summarize all the violations that took 
place last year because there were so many. 
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In short, everyone understands that it is high time to get 
down to work. In order to combat the mafia more 
successfully and to stem the growing tide of corruption, 
law-enforcement agencies need help. Above all, we need 
a set of laws that would include laws on the state border 
and on state service. A state service reform could finally 
set forth clear-cut, legally codified criteria for hiring 
employees for government agencies. 


We should also perhaps give some thought to such a 
widespread phenomenon in local government bodies as 
lobbying, which always balances on the brink of corrup- 
tion. After all, the tradition in which various interest 
groups try to influence a Soviet or administration in 
order to secure some decision is unlikely to die out. 
Deputies and officials of the executive branch are ordi- 
nary people with their own characters and weaknesses, 
and lobbyists try to exploit this. 


In America, lobbying organizations are registered and 
their financial activities are closely monitored. However, 
our country, while importing the Western parliamentary 
“bug” (and the Russian press has stressed this repeat- 
edly), hasn't bothered to import with it the Western law 
making it possible to always ascertain in whose interests 
lobbying is being done and who is financing it. 


And so it is also high time to put our wncontrolled brand 
of lobbying on a legal foundation. The ball is in our 
lawmakers’ court. 


Legal Basis of Mirzayanov Prosecution 
Questioned 


93WC0019A Moscow IZVESTIYA in Russian 
19 Jan 93 Morning Edition p 2 


[Article by Valeriy Rudnev, IZVESTIYA: “State Crim- 
inal’ Still Does Not Know What His Crime Is’’] 


[Text] As soon as the Convention on Banning Chemical 
Weapons was signed in Paris, lawyer Aleksandr Asnis in 
Moscow raised the question of dropping the criminal case 
against Vil Mirzayanov, who was accused by Russian 
state security in October last year of divulging a state 
secret concerning the production of military toxic agents 
(OV). The reason—the change of conditions (meaning the 
signing of the convention), as a consequence of which V. 
Mirzayanov could no longer be called socially dangerous. 


Investigators of the Ministry of Security of Russia have 
been conducting a criminal case for three months now 
against Doctor of Chemical Sciences Vil Mirzayanov, a 
former employee of the State Union of the Scientific 
Research Institute of Organic Chemistry and Tech- 
nology (GSNIIOKhT) (IZVESTIYA Nos 234, 239, 240, 
243, 247, 250 in 1992). The gist of the charge brought 
against him is that the scientist, after once signing a 
statement on not divulging chemical weapons produc- 
tion secrets that he learned of in connection with his 
service at GSNIIOKhT, violated the rules of the ““game”’ 
and made state secrets public through the mass media. 
The Procuracy of Russia arrested V. Mirzayanov, but 
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Judge Aleksandr Shchanin deemed it possible to set the 
arrest aside in connection with the fact that the accused 
did not constitute a danger to society. But in the opinion 
of lawyer A. Asnis, there was no criminal character at all 
in Mirzayanov's actions. 


The dramatis personae of this criminal story—from the 
standpoint of the Ministry of Security of the Russian 
Federation—are well known. It is also not necessary to 
establish the facts; they have been published in the 
newspapers. Why then is the investigation still being 
dragged on, although its term according to the law is only 
two months? 


Viktor Shkarin, a state security investigator, declined to 
answer this question, but noted: If the procurator general 
extended the period of the investigation in the case to 
four months, it means that there are good reasons for 
this. In his opinion, much will depend on a commission 
of experts, to whom he posed the question: Do the facts 
divulged by the accused fall within the scope of informa- 
tion constituting a state secret? The investigator himself 
cannot answer this question—by reason of his own lack 
of competence. Therefore, he, V. Shkarin, entrusted the 
expert analysis to those with special knowledge in this 
field—workers of the chemical industry (read military- 
chemical complex)—who are engaged in guaranteeing 
the secrecy of developments in the field of chemical 
weapons. 


Lawyer Aleksandr Asnis, on the contrary, believes: The 
appointment of such an expert commission contradicts 
the requirements of criminal procedural legislation, inas- 
much as the expert commission is being asked to resolve 
legal questions, resolution of which is exclusively within 
the competence of the investigator. 


In the opinion of the defense, the only questions that 
should be submitted for resolution by experts should go 
like this: Did Mirzayanov’s divulgence of the informa- 
tion harm the defense capability of state security and the 
economic potential and political interests of Russia? 
After all, the very existence of a state secret, the lawyer 
explains, can be disclosed by the secure safeguarding 
itself of the aforementioned interests of the country. 


Thus, two approaches have emerged. The investigation 
puts formal indications at the forefront—the secret list 
of data that make up a state secret, which was put into 
effect by a secret decree of the USSR Council of Minis- 
ters as long ago as 1987. (In passing, we note that the list 
itself, and the Council of Ministers decree, and many 
other “secret” and still unpublished normative acts that 
restrict tlie freedoms of citizens, according to the con- 
clusion of the Committee of the Supreme Soviet of the 
Russian Federation on Human Rights, contradict 
today’s Constitution of Russia and international legal 
acts. Just like the edict of the president of Russia, which 
allows the temporary use of secret decisions of the 
former USSR. However, this is a subject that is more for 
the Constitutional Court, to which A. Asnis intends to 
turn, rather than to a public discussion in the press.) The 
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defense insists on a resolution of the dispute through the 
use of qualitative criteria, where the first question is: 
Does the information divulged by V. Mirzayanov harbor 
a threat to the state interests of Russia today? It is this 
that conditions the choice of experts of the disputing 
parties. For the investigation, they are specialists of the 
military-chemical complex and the authors of the classi- 
fied list in the area of chemical weapons development. 
For the defense, independent of the military-chemical 
complex, they are: Academician Georgiy Arbatov, Gen- 
eral Oleg Kalugin, and Colonel Petr Nikulin. The last is 
deputy chief of the Scientific Research Institute for 
Security Problems of the Ministry of Security of Russia, 
a specialist in the field of information security, and one 
of the developers of the draft law “On State Secrets,” 
which was prepared in the Supreme Soviet of the Rus- 
sian Federation. 


But there was no argument on the composition of 
experts. The investigator refused to satisfy the petition of 
the defense on including the aforementioned specialists 
on the staff of the expert commission. Academician G. 
Arbatov did not suit the investigation, because he had 
already expressed his point of view on this question in 
the press, ““‘by which he displayed a personal interest in 
the outcome of the case.”’ The others, in the opinion of 
V. Shkarin, were simply incompetent. 


The lawyer considers the refusal to satisfy his petition 
illegal, which is indicative of the reluctance of the 
investigation to look into the facts of the case objec- 
tively, thoroughly, and fully, as is required by law. He 
intends to appeal the decision of the investigator with 
the procurator general of Russia. However, nothing 
much is expected from the procurators. Until now the 
investigating official has declined virtually all the peti- 
tions of the defendant and the counsel for the defense, 
and the procuracy has responded to their complaints in 
typical fashion—‘‘we do not see any violation of the 
law.” 


And one more fact, apparently, is impeding the investi- 
gation. Earlier, after V. Mirzayanov made his signed 
statement on nondivulgence of secrets concerning the 
production of combat toxic agents, he was obliged to 
remain silent, which, however, did not curtail his desire 
to tell people the truth about the mortal danger that was 
lying in wait for them. But now, in the position of a 
defendant, he—in contrast, let us say, to his own lawyer, 
who made a signed statement, in his turn, on the 
nondivulgence of a secret of the preliminary investiga- 
tion—is not restricted bv any kind of obligations. And he 
can publicly selate the materials of the criminal case in 
full. In other words, V. Mirzayanov can continue to 
expose the military-chemical complex, now basing him- 
self on the documents of the investigation. Apparently it 
is for this reason that the chemical scientist is not being 
familiarized with the secret normative acts on whose 
basis criminal proceedings are being instituted against 
him. 


FBIS-USR-93-019 
24 February 1993 


On |2 January 1993 V. Mirzayanov gave investigator V. 
Shkarin an official statement in which he indicated: In 
connection with the systematic violation of his rights to 
a defense, he declares a resolute protest and is ending his 
participation in investigative actions. At the same time, 
the defendant explained that, although he will appear as 
required by the investigation, he refuses to answer any 
kind of questions. 


In a word, there is an impasse. The investigator is trying 
to conduct a case in secrecy from the defendant, and the 
defendant refuses to answer the questions of the inves- 
tigation. What is the solution? 


The lawyer believes that if the investigation does not 
have the courage to stop the criminal case for lack of 
corpus delicti, then after the signing in Paris of the 
convention on chemical weapons, the Ministry of Secu- 
rity of the Russian Federation wil! make a compromise 
move—stop the case on the basis of Article 6 of the 
Criminal Code of the RSFSR [Russian Soviet Federated 
Socialist Republic]; i.e., as a result of the change in the 
situation. The defendant himself hopes for the attention 
and help of President Boris Yeltsin, to whom he has sent 
a letter. And investigator Viktor Shkarin answered eva- 
sively on the outlook for the case: Anything is possible... 


ECONOMIC AND SOCIAL AFFAIRS 


1993 Economic Development Forecast 


934406924 Moscow DELOVOY MIR in Russian 
5 Jan 93 pp 6-7 


[Article by Aleksandr Frenkel, doctor of economic sci- 
ences, and Valeriy Galitskiy, economist, Moscow: “‘Fore- 
cast: Russia's Economy in 1993”] 


[Text] The trends determining the function of Russia’s 
economy over the first 10 months of 1992 and also new 
factors that have arisen recently were taken into account 
in working out this forecast. Data of RF [Russian Fed- 
eration] Goskomstat [State Committee for Statistics], 
state banks and commercial banks, and also alternative 
calculations of various organizations and individual 
researchers that have been published in the press served 
as information for the forecast. The methods of adaptive 
forecasting, as incorporated in the full-scale software 
package for mathematical statistics developed in the 
GVTs [Main Computer Center] of the Russian Gosko- 
mstat, were used in the research. 


Production 


The general slump of production in all sectors of the 
economy will become more and more structural in 
nature beginning in mid-1993. This applies above all to 
industry. 


While there has been an absolute decline in the volume 
of output of practically all sectors, the share of raw 
materials industries 1s continuing to grow. For instance, 
whereas in the first nine months of 1992 the share of 








FBIS-USR-93-019 
24 February 1993 


extractive industries was 9.5 percent of the total volume 
of industrial output, by the end of the year it had risen to 
9.6 percent, in the first quarter of 1993 it will be 10 
percent, and by the end of 1993 it will be 11 percent. 
Intensification of structural disproportions will cause a 
further decline of high-technology and science-intensive 
production operations and will aggravate the shortage of 
finished products. Distortion of the industrial structure 
has also affected the basic proportion in expanded repro- 
duction—the ratio between Group A and Group B, 
which is 3:1. The branch structure of industry in Russia 
will thereby be oriented, as it was in the past, in 
inefficient directions which do not allow the crisis to be 
overcome. 


Financial Policy and Credit-Money Relations 


In spite of all the efforts the government has made to 
bring the budget deficit to a normal level (3-5 percent of 
VVP [gross domestic product]), it will not succeed. 
Government expenditures will continue to grow, and 
consequently by the end of 1993 they will exceed reve- 
nues by an amount that is 18-20 percent of VVP. The 
growth of the budget deficit will be assisted by a further 
drop in the ruble’s exchange rate. It is not possible to 
count on stabilization, much less consolidation, of the 
ruble’s exchange rate in the absence of domestic foreign 
exchange accumulation, a policy attractive to major 
foreign investments, until buildings, installations, land, 
and natural resources begin to be bought and sold. By the 
end of the first quarter, the ruble’s exchange rate will be 
approximately 520-550 rubles [R] per $1, and by the end 
of 1993—R800-1,000 per $1. This process will be 
affected to a considerable degree by the “dumping” of 
many hundreds of billions of rubles onto the Russian 
market from the former republics of the USSR as they 
make their transition to their own national currency. 
That process can be halted only by carrying out a 
monetary reform and adopting a Russian national cur- 
rency. But in preparing the forecast we did not take this 
factor into account, because at the present time this 
question has not been seriously raised either in the 
government or in the Russian Supreme Soviet. 


It is not likely that the drop in state revenues because of 
reduction of the added-value tax will be fully offset by 
other additional budget receipts. 


Economic Connections 


The severing of business ties between firms, that began 
in 1991, had entered a new stage by mid- 
1992—economic ties between Russia’s regions are 
breaking down. Localist protectionism has become a 
major problem which at present is only getting worse. All 
of this is occurring at a time when economic interrela- 
tions with the former republics of the USSR, which have 
not been meeting their obligations under contracts con- 
cluded and agreements reached, are becoming more 
problematical. The result is a permanent shortage of raw 
materials, fuel and energy, and parts and components so 
that production operations are shutting down and output 
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is being cut back. No essential improvements in the 
restoration of economic connections is foreseen in 1993. 


Price Formation 


In the absence of a sufficiently tight budget-finance and 
credit policy and institutional transformations, the lib- 
eralization of prices in January 1992 did not in and of 
itself bring about fundamental changes in the trend of 
economic decline and generated an unmanageable rise of 
wholesale prices in all sectors of the economy. The price 
level has not come to rest since the unjustified sudden 
burst of prices in January-February 1992, but has con- 
tinued to rise, never encountering a limitation in the 
form of the final consumer’s effective demand. Conse- 
quently, wholesale prices in industry rose 40.5-fold 
between December 1991 and October 1992 (see Fig. 1). 
In construction, prices in capital investments rose nearly 
13.5-fold between the fourth quarter of 1991 and the 
third quarter of 1992. We believe that the process of the 
rise of wholesale prices will intensify because of the 
further rise of energy prices, which will cause another 
turn in the spiral of the overall rise of prices and a 
substantial reduction of production. A certain limitation 
of note issue and reduction of taxes will not in our 
opinion be able to halt that growth. According to our 
forecast, in December 1993 wholesale prices in industry 
will be 4-4.3-fold higher than December 1992. In con- 
struction, wholesale prices in capital investments will be 
2.4-2.7-fold higher in the fourth quarter of 1993 than 
they were in the fourth quarter of 1992. 


Investment Policy 


In working up the forecast, the authors assumed that the 
investment activity of enterprises and organizations 
under all forms of ownership would continue to decline. 
This is because normal investment activity, i.e., expan- 
sion of the volume of investments, is impossible under 
the conditions of the general slump in the economy. The 
influence of foreign capital on the Russian investment 
market will be insignificant. This state of affairs is 
having the effect of “‘congealing’” the technical back- 
wardness of all sectors of the economy, resulting in 
chronic decline of production. 


Foreign Economic Relations 


The trend of a decline of foreign trade will persist in 
1993. The average monthly size of that decline may in 
some months amount to 25-30 percent from the corre- 
sponding months of 1992. The share of energy raw 
materials in the total volume of exports will reach 60-70 
percent (it was about 50 percent over the first 10 months 
of 1992). Just as in the past, as well as in 1992, imported 
raw materials and components will be extremely scarce 
and will arrive irregularly because of the shortage of 
foreign exchange. Consequently, firms in industry that 
are based to a considerable extent on imported raw 
materials and components will be constantly threatened 
with having to shut down. 








.4 RUSSIA 


FBIS-USR-93-019 
24 February 1993 


Figure 1. Wholesale Price Index in Industry as a Whole in 1992, Relative to December 1991, in percentage 
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The Economic Situation 


The decline of production that began in 1990 was at first 
structural in nature. It was mainly related to reduction of 
production in the fuel and energy complex and to 
initiation of conversion in the branches of the VPK 
[military-industrial complex]. In 1992, the structural 
decline became a general decline. 


When prices were liberalized in January 1992, they rose 
excessively and unmanageably because no market infra- 
structure had been developed, there was no competition, 
and state monopolism predominated in the economy. 
Hyperinflation became reality. The summary index of 
consumer prices (see Fig. 2) in October was 1,672 
percent relative to December 1991; by the end of the 
year, consumer prices were 25-fold greater than in 
December 1991 (in Western methodology, the boundary 
of hyperinflation is in the interval 50-200 percent per 
year). As a rule, the growth rate of wholesale prices 
exceeds the growth rate of retail prices, stimulating the 
rise of the latter. The federal budget deficit was R716 
billion at the beginning of October. By the end of the 
year, the size of the budget, it is calculated, will reach 
R1.2-1.3 trillion and will be about 10 percent of VVP. 


Although the government has announced a tightening of 
credit and money policy, it will not pay serious attention 
to the development of inflationary processes, at least not 
in the next few months. The September rise of energy 
prices, whose effect has a lag time of two to three 
months, will inevitably boost consumer prices of food- 
stuffs, which in October were 13.4-fold higher than in 
December 1991, and a decline in the production of those 





goods, an increase of pensions, scholarships, and 
wages—all of which nullifies the government’s efforts. 
The general slump of production, which will occur not 
only to the end of 1992, but also throughout 1993, is a 
powerful factor increasing the rate of inflation. 


The gross domestic product, which reflects the end 
results of the work of all the branches of material 
production and the nonproduction sphere, over the first 
10 months fell 19.8 percent from the first 10 months of 
1991. Moreover, the national income produced dropped 
20 percent. In industry, the decline in output was 18.1 
percent, the drop of the national income created was 
16.9 percent, in agriculture the respective figures were | 2 
percent and 11.7 percent, in construction—39 percent 
and 39 percent, and in transportation and communica- 
tions—18.6 percent and 18.4 percent. 


The volume of output has dropped in all branches of 
industry, especially heavy industry. For instance, in the 
fuel and energy complex the decline was 9.7 percent, in 
the metallurgical complex—2!.9 percent, in machineb- 
uilding—15.6 percent, in the chemical and wood prod- 
ucts complex—16.1 percent, and in the construction 
sector—18.1 percent. The state of affairs in the fuel 
industry, where the drop in petroleum production has 
continued, causes the greatest alarm. 


The substantial rise of retail prices and drop in sales over 
the first 10 months of 1992 caused a 20-percent decline 
of production for the group of foodstuffs compared to 
last year. The output of meat, hulled, milled, and rolled 
products, and confectionery goods was down 26-32 
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Figure 2. Summary Consumer Price Index in 1992, Relative to December 1991, in percentage 
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percent, vegetable oil production—20.9 percent, and 
margarine products—10 percent. 


The production of meat, sausage products, and whole- 
milk products dropped in all republics, krays, and 
oblasts, the output of cheese, bread, and baked goods— 
in most of them, and the output of butter—in half of 
them. 


Adverse trends have intensified in the output of nonfood 
consumer goods. Over the first nine months of this year, 
it dropped 15 percent from the corresponding period of 
last year. There was a decline of 14-33 percent in the 
output of fabrics of all kinds, knitwear and hosiery, and 
footwear. 


The state of affairs has shaped up somewhat better in the 
branches of the APK [agroindustrial complex]. 
According to the forecast, the grain harvest (after pro- 
cessing) was 104 million tonnes in !992, which is 17 
percent greater than last year’s; for sugar beets (mill), the 
figures were 29 million tonnes (up 20 percent); for 
sunflower seed—3.3 million (14 percent); for vegeta- 
bles—10.8 million tonnes (4 percent); and for potatoes— 
32 million tonnes, or 7 percent less than in 1991. 


There was a substantial drop in last year’s planting of 
winter crops and more land was plowed for the next 
year’s crop. The area planted to winter crops was 19.2 
million hectares, 45.5 million hectares were plowed for 
spring planting (last year by end October the figures were 
21.9 and 57.9 million hectares, respectively). This will 
inevitably cause a drop in the volume of production in 
1993. 


A complicated situation is taking shape in animal hus- 
bandry. The appreciable rise of purchase prices of grain 
and the cost of mixed feeds, along with a number of 
other factors, have had an extremely adverse effect on 
the production cost of animal products. In view of the 
fact that the prices of the branch’s principal products are 
restrained by the purchasing power of the public, even at 
the high level of government subsidies animal husbandry 
is beginning to operate at a loss, and that is causing a 
drop in the production of exceedingly important food- 
stuffs. 


Kolkhozes and sovkhozes have undertaken a substantial 
reduction of the number of head of livestock, mainly 
because they lack the feed and the profitability of animal 
husbandry is relatively low. Compared to | October 
1991, the livestock population in the Russian Federation 
has dropped. The decline has been greater in the popu- 
lation of swine (from 39.8 to 36.4 million head, or 8 
percent), sheep and goats (from 59.7 to 56.7 million, 5 
percent), and not so large for cattle (from 56.8 to 55 
million, 3 percent), including dairy cows (from 20.7 to 
20.6 million, or 0.9 percent). 


Capital Investments 


Against the background of the decline of production in 
all sectors of the economy and all regions, the process of 
a sharp decline in investment activity is continuing. The 
volume of capital investments in 1992 as a whole was 
half of what it was in 1991. The share of centralized 
funds in state investments is 37 percent; their volume 
has dropped 48 percent. Noncentralized capital invest- 
ments, made by enterprises themselves, have dropped 43 
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percent; many enterprises are committing most of their 
funds, including depreciation, to the needs of consump- 
tion. 


In the breakdown of the total volume of capital invest- 
ments, state enterprises and organizations have a share 
of 87 percent, leased enterprises-—3.6 percent, joint 
stock companies—2.7 percent, cooperatives—0O.1 per- 
cent, kolkhozes—3.8 percent, and individual builders— 
| percent. 


The largest decline of investments is observed in sectors 
which largely determine the direction of structural 
policy. In the current year, capital investments have 
declined in the electric power industry (50 percent), 
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instrumentmaking (68 percent), the motor vehicle 
industry (65 percent), tractor and agricultural machine- 
building (53 percent), machinebuilding for light industry 
and the food industry (52 percent), the food industry (50 
percent), agriculture (58 percent), and roads (52 per- 
cent). 


An analysis of the situation in the investment sphere 
shows that in 1993 there will be no substantial changes 
from 1992. Potential sources of financing are not reliable 
enough. The share of state enterprises and organizations 
in the total volume of capital investments will drop from 
86 percent in 1992 (estimate) to 80-81 percent in 1993. 
The total volume of capital investments in 1993 will 
drop 10 percent from 1992 and 55 percent from 1991. 





Volume of Capital Investments in the Russian Economy From All Sources of Financing (in 1991 estimate prices) 











In Billions of Rubles In Percentage 
1991 1992 (estimate) 1993 (forecast) 1993/1992 1993/1991 
Capital investments 210.5 105.4 95 90 45 




















Finances 


Russia’s financial situation remains extremely unstable. 
Compared to | October 1992, according to data of the 
Russian Finance Ministry, the federal budget deficit 
reached R716 billion. This deficit resulted to a consid- 
erable extent from the credits issued by the Russian 
Central Bank to the economy under decisions of the 
Russian parliament and government. 


The issue of money in the first nine months was R1 
trillion (R89.2 billion over all of 1991). 


The financial condition of enterprises continues to dete- 
riorate. At the present time, the share of enterprises 
operating at a loss is 15 percent: 4 percent in industry, 7 
percent in construction, 18 percent in transportation, 19 
percent in the trade sector, 39 percent in housing and 
municipal services, and 44 percent in everyday services 
to the public. Firms do not have sufficient resources left 
after taxes for stable development and to update produc- 
tion. 


Macroeconomic Indicators 


On the basis of the conditions assumed and trends that 
had formed, forecasts were made for the first quarter of 
1993 and for 1993 as a whole of the rate of change of the 
gross domestic product and national income produced 
both as created in the republic’s economy as a whole and 
also in the most important sectors of the economy (Table 
1). The calculations were made in comparable prices. 





Table 1. Forecast of the Growth Rates of Macroeconomic Indicators for the First Quarter of 1993 
and for 1993 as a Whole 









































Forecast of Growth Rates (relative to 1992, in %) 
Indicators 1993 (as a whole) In First Quarter Alone 
National economy as a whole 
Gross domestic product 73 78 
National income produced 72 77 
Industry 
Gross output 78 80 
National income created in industry 77 81 
Agriculture 
Gross output on farms in all categories 86 88 
National income created in agriculture 89 91 
Construction 
Gross output 47 55 
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Table 1. Forecast of the Growth Rates of Macroeconomic Indicators for the First Quarter of 1993 
and for 1993 as a Whole (Continued) 














National income created in construction 47 55 
Transportation 

Gross output 75 78 
National income created in transportation 75 78 











It is evident from the table that for the national economy 
as a whole in 1993, according to the forecast, the gross 
domestic product will drop 27 percent from 1992. The 
drop in the first quarter will be 22 percent. The decline of 
the national income produced will be 28 percent for the 
year, including 23 percent in the first quarter. The 
volume of gross industrial output will drop 22 percent 
for the year and 20 percent in the first quarter. The 


national income created in industry will drop 23 percent 
for the year and 19 percent in the first quarter. 


Social Sphere 


In 1993, the deterioration of the demographic situation 
in the Russian Federation will continue. This is related 
above all to the higher natural loss of population, which 
is evident from the following figures. 














Overall Coefficients (per 1,000 inhabitants) 1991 1992 (estimate) 1993 (forecast) 
Birth rate 12.1 10.6 10.4 
Mortality rate 11.4 11.7 11.9 
Natural population growth 0.7 “1.1 -1.5 














Whereas in 1991 the natural population growth was 
113,000, in 1992 there was a natural loss of 160,000, and 
in 1993 the natural loss was all of 220,000. The drop in 
the size of the population resulting from natural loss will 
occur in 56 republics, krays, and oblasts of the Russian 
Federation accounting for more than 80 percent of 
Russia’s population. 


The natural loss of Russia’s population in 1992 will 
amount to 160,000. The migrational growth (the differ- 
ence between the number coming to Russia and those 
leaving to reside permanently in foreign countries near 
and far) will amount to approximately 110,000 persons 
by the end of the year. The size of Russia’s population 
will decline by approximately 50,000 in 1992. For the 
first time in the entire postwar period there will be an 
absolute reduction in the size of the republic’s popula- 
tion. According to the forecast, in 1993 net migration 
will be negative and will amount to 230,000-250,000. 
Consequently, Russia’s total population will not exceed 
148.4 million by the end of 1993. 


The Russian Federation’s labor resources are calculated 
to be 86.7 million in 1992, or 58 percent of the country’s 
total population. In 1993, they are forecast at 86.3 
million. 


As of | November, the Russian federal employment 
department’s offices had 982,200 people seeking work 
on their rolls, 442,400 of them classified as unemployed. 
Unemployment benefits were being received by 266,900 
persons (60 percent). In Russia as a whole, women 
represented 71 percent of the registered unemployed, 
and young people between the ages of 16 and 29—nearly 
one-third of the unemployed. 


Compared to the beginning of the year, the number of 
citizens who are not employed doubled, and the number 
of the unemployed, as evident from Fig. 3, increased 
7.1-fold. 


According to our forecast, the number of employed will 
reach 2-2.2 million by the end of 1993. 


Prices and the Circulation of Money 


Beginning in May 1992, the government started to soften 
the tight budget policy conducted since the beginning of 
the year. Expenditures of the state to provide assistance 
to the most vulnerable strata of the population increased. 
Money “infusions” to industrial enterprises expanded in 
order to make up the lack of working capital. The 
financing of the VPK increased. The populist policy 
conducted by the government under pressure of various 
forces will have the result that by the end of 1993 the 
budget deficit will be 8-10 percent of the gross domestic 
product. 


The threat of hyperinflation will persist in 1993. The 
summary consumer price index will increase approxi- 
mately 10-fold by the end of 1993, compared to 
December 1992. 


By the beginning of 1993, the issue of money will reach 
approximately R1.4 trillion. Although the Russian Cen- 
tral Bank will try in every way to keep from putting 
money into circulation, the rise of prices and wages will 
force it to constantly increase the scale of note issue. 
According to the most approximate calculations, the 
money put into circulation in 1993 will have to reach 
R2.7-3 trillion. The amount of personal money income 
in 1993 will reach R22-23 trillion, which is 3.4-4-fold 
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Figure 3. Number of Unemployed in 1992 at the Beginning of the Month, in thousands of persons 
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greater than in 1992. The level of expenditures will be 
R19-20 trillion; that is, income will exceed expenditures 
by about R3 trillion. 


The manifestations of crisis will continue in all branches 
of industry in 1993. But the rate of decline of production 


will vary from one national economic complex to 
another. The crisis will reach its greatest depth in the 
chemical, petroleum-refining, and woodworking indus- 
tries, the building materials industry, light industry, and 
the food industry (see the figures for the first quarter in 
the table). 





Forecast of the Output of the Most Important Industrial Products in the Russian Federation in the First Quarter of 1993 
and for 1993 as a Whole 

































































Forecast of Volume of Production 
First Quarter Alone 

Indicator Unit of Measurement 1992 (esti- 1993 (fore- 1993/1992, 1992 1993 (fore- 1993/1992, 

mate) cast) in % cast) in % 
Fuel and energy com- 
plex 
Electric power Billions of kWh 989.0 970.0 98 292.0 272.0 93 
Coal Millions of tonnes 338.0 329.0 98 92.4 86.9 94 
Petroleum Millions of tonnes 
384.0 330.0 86 102.0 85.9 85 
Gas condensate Millions of tonnes 9.5 9.5 100 2.4 2.5 103 
Natural gas Billions of m> 639.0 629.0 98 167.0 162.0 97 
Metallurgical complex 
Iron ore Millions of tonnes 80.5 74.6 93 19.8 18.6 94 
Cast iron Millions of tonnes 45.9 43.1 94 11.6 11.2 97 
Steel Millions of tonnes 66.9 61.8 92 17.3 16.2 94 
Finished rolled prod- Millions of tonnes 46.8 43.0 92 12.2 11.1 90 
ucts 
Steel pipe Millions of tonnes 8.0 7.2 90 2.1 1.9 90 
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Forecast of the Output of the Most Important Industrial Products in the Russian Federation in the First Quarter of 1993 
and for 1993 as a Whole (Continued) 











































































































Coke, 6% moisture Millions of tonnes 30.8 29.7 96 7.6 7.6 100 
Machinebuilding com- 

plex 

Metal-cutting machine | Thousands of units 47.9 39.2 82 14.9 10.6 71 
tools 

Forges and presses Thousands of units 15.5 6.3 41 5.6 2.2 40 
Excavators Thousands of units 15.6 15.4 99 4.8 4.0 83 
Diesel road locomo- Sections 30.0 24.0 80 9.0 6.0 67 
tives 

Electric road locomo- Units 121.0 128.0 106 21.0 30.0 143 
tives 

Long-distance freight Thousands of units 17.1 14.8 87 4.8 4.0 83 
cars 

Long-distance pas- Units 970.0 1279.0 132 181.0 308.0 170 
senger cars 

Trucks Thousands of units 584.0 571.0 98 151.0 149.0 99 
Automobiles Thousands of units 952.0 831.0 87 252.0 214.0 85 
Buses Thousands of units 48.9 $0.3 103 12.4 12.5 101 
Tractors Thousands of units 137.0 136.0 99 36.6 36.6 100 
Tractor-drawn trailers Thousands of units 75.4 43.9 58 26.4 13.9 53 
Grain-harvesting com- | Thousands of units 42.5 33.2 ~ 78 10.7 8.6 81 
bines 

Rolling-element bear- | Millions of units 580.0 387.0 67 178.0 109.0 61 
ings 

Chemical and forest 

products complex 

Primary petroleum Millions of tonnes 253.0 220.0 87 68.9 56.7 82 
refining 

Gasoline Millions of tonnes 42.8 41.1 93 11.3 10.3 91 
Diesel fuel Millions of tonnes 65.2 56.9 87 17.2 14.3 83 
Furnace fuel oil Millions of tonnes 87.9 77.2 88 26.2 21.7 83 
Sulfuric acid Millions of tonnes 9.7 8.0 83 2.8 2.2 80 
Synthetic ammonia Millions of tonnes 10.7 9.4 88 3.0 2.6 86 
Soda ash Thousands of tonnes 2672.0 2169.0 81 585.0 575.0 98 
Caustic soda Thousands of tonnes 1840.0 1$53.0 84 $21.0 418.0 80 
Fertilizer Thousands of tonnes 10947.0 7341.0 67 3125.0 2098.0 67 
Chemical fibers and Thousands of tonnes 458.0 391.0 85 127.0 107.0 84 
filaments 

Microbiological feed Thousands of tonnes $32.0 329.0 62 175.0 102.0 58 
protein 

Round timber Millions of m? 138.0 111.0 81 54.9 43.4 79 
Commercial timber Millions of m? 163.0 131.0 80 64.1 50.0 78 
Lumber Millions of m? 36.9 27.8 75 11.8 8.2 69 
Plywood Thousands of m? 1217.0 1016.0 83 359.0 274.0 17 
Wood chipboard — gf nominal 4395.0 3255.0 74 1354.0 923.0 68 
Paper Thousands of tonnes 3585.0 2445.0 68 1057.0 705.0 67 
Cardboard Thousands of tonnes 2149.0 1453.0 68 620.0 412.0 66 





Construction complex 
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Cement Millions of tonnes 62.0 46.0 74 17.5 12.7 72 
Building brick Billions of conven- 17.9 14.6 81 4.8 3.7 77 
tional brick 

Flexible roofing mate- Millions of m2 815.0 478.0 $9 245.0 142.0 $8 

rial 

Asbestos-cement sheet Millions of standard 4542.0 4239.0 93 1259.0 1094.0 87 
pieces 

Asbestos-cement pipe Thousands of km of 25.0 13.9 56 10.4 2.2 21 

and couplings standard pipe 

Prefabricated rein- Millions of m3 40.7 32.9 81 11.7 8.8 75 

forced-concrete fabri- 

cations and products 

Consumer goods (non- 

food) 

Radio receivers Thousands of units 3875.0 2458.0 64 1253.0 693.0 55 

Television sets Thousands of units 3557.0 3655.0 103 873.0 868.0 99 

Bicycles Thousands of units 2433.0 1932.0 79 705.0 $31.0 75 

Sewing machines Thousands of units 1648.0 1674.0 102 433.0 425.0 98 

Vacuum cleaners Thousands of units 4271.0 5251.0 123 1010.0 1250.0 124 

Refrigerators and Thousands of units 3170.0 3306.0 104 803.0 837.0 104 

freezers 

Washing machines Thousands of units 4257.0 4831.0 114 1065. 1146.0 108 

Tape recorders Thousands of units 2689.0 2489.0 93 837.0 630.0 75 

Detergents Thousands of tonnes $13.0 461.0 90 130.0 124.0 96 

Cotton fabrics Millions of m2 3295.0 974.0 30 1297.0 417.0 32 

Woolen fabrics Millions of m2 275.0 226.0 82 95.5 63.4 66 

Silk fabrics Millions of m2 729.0 682.0 94 223.0 178.0 80 

Hosiery Millions of pairs 620.0 561.0 91 175.0 147.0 84 

Knitwear Millions of pieces 442.0 305.0 69 152.0 86.8 ‘7 

Footwear Millions of pairs 205.0 117.0 57 69.8 36.7 53 

Consumer goods (food) 

Meat, including first- Thousands of tonnes 3695.0 2923.0 79 971.0 749.0 77 

category edible offals 

Butier Thousands of tonnes 732.0 728.0 99 125.0 128.0 102 

Margarine products Thousands of tonnes 566.0 511.0 90 160.0 145.0 91 

Canned goods, total Millions of standard 4947.0 4212.0 85 1093.0 864.0 79 
cans 

Macaroni products Thousands of tonnes 1098.0 1078.0 98 301.0 281.0 93 

Granulated sugar Thousands of tonnes 4068.0 3539.0 87 265.0 548.0 207 

Bread and baked Millions of tonnes 15.9 13.5 85 4.1 3.3 82 

goods 

Confectionery prod- Thousands of tonnes 1812.0 1628.0 90 468.0 448.0 96 

ucts 

Nonalcoholic bever- Millions of dekaliters 75.7 78.4 104 16.2 13.9 86 

ages 

Beer Millions of dekaliters 268.0 231.0 86 60.9 58.4 96 


























Agricultural Sector 


1. The freeing of purchase prices, above all for the 


products of cropping. 


In 1993, the republic’s agricultural sector will develop 
under the influence of the following basic factors: 
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2. Changes in the structure of output by farm categories. 
Output in the socialized sector will continue to decline, 
and in the private sector it will increase. 


3. Continuation of the process of transformation of 
kolkhozes and sovkhozes into joint stock companies, 
partnerships, agricultural cooperatives, private farms, 
and associations of private farms. 


4. Further reduction of capital investments in agriculture 
both from the state and from the farms’ own resources. 


5. A substantial reduction of deliveries to agriculture of 
fertilizer and chemicals for plant pest and disease con- 
trol, resulting from the decline of their production and 
the sharp increase in their price. 


6. The constant shortage of feed, forcing farms to cut 
back the number of head of livestock. 


7. Greater difficulties in acquiring equipment and 
building materials and in doing repair work because of 
the free prices introduced and also because of problems 
in buying fuels and lubricants because of the rise in 
energy prices. 
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The general situation taking shape in agriculture in 1993 
can be viewed with a certain optimism. The summer, 
according to long-range weather forecasts, will be more 
favorable to agriculture than in 1992. The new opportu- 
nities for keeping a sizable portion of the harvest and 
disposing of it more freely gives the peasants an impor- 
tant incentive for expanding the planting of the principal 
farm crops and for increasing the production of the 
products of cropping. 


Matters are much worse concerning production of 
animal products. Because of the shortage of feed and its 
rising price, animal husbandry will experience a pro- 
found crisis. The branch has begun to operate at a loss. In 
1993, agricultural enterprises will continue to cut back 
the output of the most important products, sending 
productive livestock and poultry off to be slaughtered. 
Even taking into account a certain increase in the pop- 
ulation of livestock and poultry in the farmyards of 
individuals and private farmers, the drop in production 
will be substantial. In 1993, only 7.2 million tonnes of 
meat (slaughter weight) will be produced, which is 90 
percent of the 1992 level and 77 percent of the 1991 
level; the corresponding figures for milk are 42 million 
tonnes (89 percent and 81 percent, respectively), and for 
eggs they are 43 billion (96 percent and 94 percent, 


respectively). 





Forecast’ of the Production of the Principal Agricultural Products for 1993 in the Russian Federation 















































Produced in In Percent 
No. Product Unit of Measurement 1991 1992 (esti- Forecast for 1993/1992 1993/1991 
mate) 1993 
1 Grain (weight after pro- Millions of tonnes 89.1 104.0 105.0 101 118 
cessing) 
2 Potatoes Millions of tonnes 34.0 32.0 37.0 116 109 
3 Sugar beets (mill) Millions of tonnes 24.4 29.0 32.0 110 131 
4 Sunflower seed (grain) Millions of tonnes 2.9 3.3 3.2 97 110 
5 Vegetables Millions of tonnes 10.5 10.8 11.2 104 107 
6 Meat (slaughter weight) Millions of tonnes 9.3 8.0 7.2 90 77 
7 Milk Millions of tonnes $2.1 47.0 42.0 89 81 
8 Eggs Billions 46.7 45.0 43.0 96 92 











1. Forecast estimates generously supplied the authors by L.I. Vashukov and A.I. Manella, candidates of economic sciences, were used in preparing 


the forecast. 





Housing Construction 


Housing construction is continuing to drop off sharply. 
In the first nine months of this year, 306,000 new fully 
equipped housing units were built from all sources of 
financing, with a total floor area of 18.6 million square 
meters. This is 31 percent less than opened to occupancy 
over the same period of last year. 


The state of affairs is still more critical with construction of 
social and cultural service facilities. Schools opened in the 
first nine months of the year from all sources of financing 
had a capacity of only 160,400, preschool institutions— 
51,900, hospitals—2,900 beds, polyclinics—14,000 visits 
per shift. Compared to last year’s figures, these facilities 
represented 39-63 percent, but 73 percent in the case of 


preschool institutions. There are many reasons for this. 
They include the rise in prices of building materials and 
equipment, which accompany the drop in their production, 
and an increase in the cost of shipping them, but the main 
thing is the reduction of state funds for housing construc- 
tion. To be sure, in 1992 there were new trends in housing 
construction related to expansion of construction from 
nonstate funds (personal funds of individuals, housing con- 
struction cooperatives, and other organizations). It is evi- 
dent from the table that whereas in 1991 housing built from 
nonstate sources amounted to 14.8 percent of the total 
volume of housing opened to occupancy, in 1992 its share 
increased to as much as 24 percent (estimate), and in 1993, 
according to the forecast, its volume will be 35 percent of all 
the housing built. 
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Housing Opened to Occupancy, in millions of square meters of total floor space 
In Percent 
1991 1992 (estimate) 1993 (forecast) 1993/1992 1993/1991 

Housing opened to occupancy from all sources 49.4 35.2 30.8 88 62 
of financing 

By state enterprises and organizations alone 42.1 26.8 20.1 75 48 

With funds of individuals, housing 7.3 8.4 10.7 127 146 
construction cooperatives, and other nonstate 
Organizations 




















In 1993, all sources of financing will result in 30.8 
million square meters of residential floor space opened 
to occupancy, which is 88 percent of the 1992 level and 
62 percent of the 1991 level. State enterprises and 
organizations will account for 20.i million square meters 
(75 percent and 48 percent, respectively), and nonstate 
sources—10.7 million square meters (127 percent and 
146 percent, respectively). 


Transportation 


Transportation will develop in 1993 under the impact of 
a further rise of prices of fuel and energy resources, 
transportation equipment, supplies, and other gear and 
equipment. The sector’s material base will deteriorate 


considerably. This applies especially to passenger trans- 
portation, where the fleet of electric trains, buses, street- 
cars, and trolleybuses is in need of substantial updating 
and replenishment. 


As the table shows, the volume of freight carried by 
common carriers will decrease 10 percent in 1993 as 
compared to 1992 and will amount to 3.7 billion tonnes. 
The drop in the volume will represent 30 percent of 
1991. In the first quarter, the drop in the volume will be 
11 percent of the 1992 level and 23 percent of the 1991 
level. 





























Volume of Traffic 
In Percent 
1991 1992 (estimate) 1993 (forecast) 1993/1992 1993/1991 
Freight carried by common carriers (not 5.3 4.1 3.7 90 70 
including pipelines), in billions of tonnes 
Passenger traffic by common carriers (rail, 660.0 566.0 550.0 97 83 
highway, river, and air), in billions of passenger- 
kilometers 








Given the substantial rise of rates for highway and air 
transportation, traffic will continue to shift from those 
branches of transportation to the railroads. The volume 
of rail freight in 1993 will fall off 3 percent from 1992, 
but rail passenger traffic will even increase 2 percent 
over 1992. In spite of the decline of demand for pas- 
senger transportation because of the actual increase in 
ticket prices, in 1993, just as in 1992, the public’s need 
for transportation will not be met because many trips 
and routes are being discontinued. 


Draft Program on Privatization 
934F0020A Moscow ROSSIYSKIYE VESTI in Russian 
4 Feb 93 pp 3-6 


[Abridged version of draft program for privatization of 
state and municipal enterprises in Russian Federation in 
1993] 


[Text] 


1. Introduction 


The State Program for the Privatization of State and 
Municipal Enterprises in the Russian Federation in 1993 


(hereafter referred to as the Program), which was drawn 
up in conformity with the requirements of the Law of the 
Russian Federation ‘“‘On the Privatization of State and 
Municipal Enterprises in the Russian Federation” and 
with consideration for the experience and results of 
privatization in 1992, defines the goals, assignments, 
priorities, limits, and procedures of privatization in 
1993. 


The main goals of privatization in 1993 are the fol- 
lowing: 


—the creation of a broad stratum of private property 
owners; 


—the accomplishment of “public privatization” by 
accepting privatization checks in payment for state 
and municipal property slated for privatization; 


—the completion of “small-scale privatization”; 


—the enhancement of the operational effectiveness of 
enterprises; 
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—the creation of a competitive environment and assis- 
tance in demonopolizing the national economy. 


The scales of privatization in Russia as a whole in 1993 
will depend primarily on the effective demand (in checks 
and money) for the objects of privatization and on the 
limits imposed on the privatization of certain enterprises 
and sectors. 


State- and municipal-owned facilities and enterprises 
can be divided into the following groups in terms of the 
possibility of their privatization in 1993: 


—facilities and enterprises which may not be privatized; 


—facilities and enterprises which may be privatized only 
by a decision ot the Government of the Russian 
Federation or the governments of republics belonging 
to the Russian Federation (depending on the type of 
state ownership); 


—facilities and enterprises which may be privatized by a 
decision of the State Committee of the Russian Fed- 
eration for the Management of State Property (here- 
after referred to as the Russian Goskomimushchestvo) 
with consideration for the opinions of sectorial min- 
istries; 


—facilities and enterprises which may be privatized in 
accordance with local privatization programs; 


—facilities and enterprises which must be privatized. 


The privatization of property not included in mandatory 
assignments and not subject to privatization restrictions 
will be accomplished by a decision of territorial property 
management committees. 


This Program will not regulate the privatization of 
housing or parcels of land other than those covered by 
the ukases of the president of the Russian Federation of 
14 June 1992, No 631, “On the Approval of the Proce- 
dure for Selling Parcels of Land During the Privatization 
of State and Municipal Enterprises and the Enlargement 
and Other New Construction of These Enterprises, as 
Well as Those Granted to Citizens and Their Associa- 
tions for Commercial Activity,” and of 14 October 1992, 
No 1228, “On the Sale of Housing, Parcels of Land, and 
Municipal Property for Privatization Checks.” 


The privatization of educational establishments will be 
carried out in conformity with the law “On the Privati- 
zation of Educational Establishments.” 


The requirements of this Program will be binding for 
federal government bodies, the governing and adminis- 
trative bodies of republics belonging to the Russian 
Federation, krays, oblasts, the autonomous oblast, 
autonomous okrugs, and the cities of Moscow and St. 
Petersburg, and agencies of local self-government. 


2. Categorization of Facilities and Enterprises in Terms 
of the Possibility of Their Privatization in 1993 


2.1. Facilities and enterprises which may not be privatized 
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2.1.1. Underground minerals, forests, water resources, 
the air space, and the resources of the continental shelf, 
territorial waters, and maritime economic zone of the 
Russian Federation, as well as the right to locate and 
operate communication satellites in specific geosta- 
tionary orbits. 


2.1.2. Protected or specially designated natural territo- 
ries. 


2.1.3. Elements of the historical and cultural heritage of 
the peoples of Russia (unique cultural and natural mon- 
uments and objects of nature, history, culture, science 
and technology, including items of value in state 
museums, archives, and libraries and in their branches, 
as well as the premises and buildings where they are 
located). 


2.1.4. The resources of the federal budget of the Russian 
Federation, the republic currency reserve of the Russian 
Federation, the pension fund of the Russian Federation, 
the public social insurance, employment, and social 
support funds and other state extra-budgetary funds, and 
of the Central Bank of the Russian Federation, and the 
gold and diamond reserves. 


2.1.5. The Central Bank of the Russian Federation, 
enterprises, organizations, and establishments respon- 
sible for the issuance and storage of currency, state 
treasury bills, bonds, and other state securities. 


Facilities and enterprises for the classification of pre- 
cious stones and refining plants. 


2.1.6. Regular and special military property, establish- 
ments, and budget-carried organizations under the oper- 
ational management of the Ministry of Security of the 
Russian Federation, the Ministry of Defense of the 
Russian Federation, the Ministry of Internal Affairs of 
the Russian Federation, the Federal Agency for Govern- 
mental Communications and Information of the Presi- 
dent of the Russian Federation, and other ministries and 
departments with military units, as well as the property 
of military construction administrations and the tinits of 
the Federal Administration for Special Construction 
Projects of the Russian Federation. 


2.1.7. Establishments funded by budgets on ail levels, 
other than those listed in subsections 2.1.6 and 2.2.19. 


2.1.8. Enterprises of the geological, geodesic- 
cartographic, and land development services and envi- 
ronmental control and protection services. 


2.1.9. Enterprises and facilities of the Federal Hydrom- 
eteorological and Environmental Monitoring Service of 
Russia. 


2.1.10. Enterprises of public health and veterinary ser- 
vices and the services for the protection of plants and the 
protection and reproduction of wildlife and forest 
resources belonging to the network of the Forestry Com- 
mittee of the Russian Ministry of Ecology ir accordance 
with the approved list. 
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2.1.11. Organizations setting standards and measures 
and vehicle testing stations. 


2.1.12. The facilities of water management and reclama- 
tion systems and installations. 


2.1.13. Public highways and the organizations main- 
taining them. 


2.1.14. Railroads and the rail transport enterprises and 
facilities directly responsible for the transportation pro- 
cess. 


2.1.15. Enterprises manufacturing state emblems. 


2.1.16. Enterprises producing narcotic and toxic sub- 
stances and planting, cultivating, and processing the 
crops containing them, including hemp processing enter- 
prises. 


2.1.17. Hydraulic engineering installations and facilities 
in ports, the nuclear, training, and hydrographic fleet, 
property used in rescue operations and clean-up opera- 
tions following oil leaks at sea, the facilities and instal- 
lations used for maritime traffic control and port inspec- 
tions, the Atomflot technological repair enterprise, and 
the property of waterway and canal production associa- 
tions, branches of Podvodrechstroy, and shipping 
inspection boards. 


2.1.18. Facilities, enterprises, and equipment for the 
disposal of solid industrial and household waste, solid 
and liquid radioactive waste, and animal refuse. 


2.1.19. Facilities and enterprises of the Ministry of 
Internal Affairs of the Russian Federation. 


2.1.20. Facilities of the engineering infrastructure of 
cities and rayons (including electricity, heat, and gas 
supply networks, water ~ains and sewers, and outdoor 
municipal lighting). 


2.1.21. Enterprises producing fissionable and radioac- 
tive materials, nuclear weapons, and spacecraft; enter- 
prises and facilities directly engaged in the maintenance, 
launching, and tracking of spacecraft or conducting 
research and experimental design projects in these fields, 
including the enterprises and facilities of the Russian 
Space Agency of the Government of the Russian Feder- 
ation. 


2.1.22. Crematoriums and cemeteries. 


2.1.23. Organizations of the public social protection 
system; children’s homes, infant care centers, homes for 
the elderly, dormitories, hospitals, sanatoriums, and 
boarding houses for the disabled and for children and the 
elderly. 


2.1.24. Organizations of the public health system, 
including preventive care establishments (oblast, kray, 
and republic in republics belonging to the Russian Fed- 
eration), as well as any preventive care establishment 
representing the only medical facility specializing in a 
specific field in its territory (republic, kray, oblast, city, 
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rayon, or district); organizations and establishments for 
the prevention and treatment of mental and psychoneu- 
rological disorders, venereal skin and infectious diseases, 
tuberculosis, oncological diseases, drug addiction, the 
HIV virus and AIDS, blood transfusion centers, emer- 
gency hospitals, and regional diagnostic centers. 


Enterprises and organizations manufacturing products 
and performing work (or services) in the application or 
construction of prostheses and in orthopedics. 


2.1.25. The air traffic control facilities, systems, and 
equipment of airports and aircraft enterprises connected 
with the unified system of low- and high-altitude air 
traffic control; federal airfields (officially categorized as 
class A, B, C, D, or E). 


2.1.26. Facilities and enterprises requiring territorial 
administrative restrictions for security purposes in 
accordance with the list approved by the Government of 
the Russian Federation. 


2.1.27. State seed inspection centers, hybrid selection 
centers, agricultural seed testing laboratories, seed 
testing stations and sections, exploratory project centers 
and stations of the agrochemical service, agricultural 
radiology and chemicalization centers, fish reserve 
ranging enterprises, breeding ponds for valuable and 
anadromous species of fish, and administrations for the 
protection and reproduction of fish reserves. 


2.1.28. Mobilization resources and state reserves (these 
will be excluded from the property of enterprises slated 
for privatization in accordance with the standard con- 
tract approved by the Russian Goskomimushchestvo). 


2.1.29. Facilities and enterprises of the Federal Postal 
Administration of the Ministry of Communications of 
the Russian Federation. 


Note. The restrictions on the privatization of enterprises 
listed in subsection 2.1.9 will extend only to enterprises 
securing the uniform technological process of observations 
and the collation of preparation and those in subsection 
2.1.11 will extend only to enterprises (or subdivisions) 
directly engaged in the operation and maintenance of 
these facilities and systems. 


2.2. Facilities and enterprises which may be privatized in 
accordance with ukases of the president of the Russian 
Federation and by a decision of the Government of the 
Russian Federation or the governments of republics 
belonging to the Russian Federation (depending on the 
type of state ownership) 


2.2.1. Facilities and enterprises manufacturing and 
repairing systems and elements of all types of weapons 
(other than those listed in subsection 2.1.21) and pro- 
ducing ammunition, explosives, and fireworks, as well as 
scientific research, planning, and experimental design 
Organizations working on projects included in the 
defense program or defense orders. 


2.2.2. Civil defense facilities. 
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2.2.3. Specialized elevators, refrigerators, and storage 
facilities for the permanent storage of state reserves and 
mobilization resources. 


2.2.4. Facilities and enterprises processing the ores of 
precious metals, precious and semiprecious stones, and 
radioactive and rare-earth elements. 


2.2.5. Enterprises and associations of the fuel and energy 
complex (with the exception of construction organiza- 
tions and enterprises of the construction industry), 
including enterprises in electrical power engineering and 
the extraction and refining of coal, oil, and gas, export oil 
transshipment centers, and bulk plants of all-Russian 
and interregional significance. 


2.2.6. Enterprises and facilities of air and rail transport 
and seaports, other than those listed in Section 2.1. 


2.2.7. Commercial banks (their privatization will be 
carried out according to a special procedure approved by 
the Government of the Russian Federation). 


2.2.8. Communications enterprises (other than enter- 
prises of the Rospechat retail network and those listed in 
Section 2.1). 


2.2.9. News and telegraph agencies. 


2.2.10. Television and radio transmission centers and 
television and radio broadcasting companies. 


2.2.11. Facilities, enterprises, and establishments for 
sociocultural purposes (public health, culture, and 
sports), irrespective of their departmental jurisdiction, 
categorized as federal property or the state property of 
republics belonging to the Russian Federation (with the 
exception of those listed in subsections 2.1.3, 2.1.24, and 
2.4.6). 


Facilities, enterprises, and establishments for sociocul- 
tural purposes (public health, education, culture, and 
sports) listed among the assets of enterprises and orga- 
nizations will be privatized in accordance with a statute 
approved by the Government of the Russian Federation. 


2.2.12. Foreign trade associations of the Ministry of 
Foreign Economic Relations of the Russian Federation 
and other ministries and departments of the Russian 
Federation unless laws of the Russian Federation stipu- 
late otherwise. 


2.2.13. Pipeline transport facilities, enterprises, organi- 
zations, and establishments. 


2.2.14. Enterprises responsible for the procurement and 
storage of grain and the preparation, storage, and sale of 
flour, groats, and mixed feeds for federal government 
needs. 


2.2.15. Facilities and enterprises operating water man- 
agement and reclamation systems and installations. 


2.2.16. Facilities and enterprises of all-Russian and 
interregional gas supply systems. 
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2.2.17. Buildings representing historical and cultural 
monuments (other than those listed in subsection 2.1.3) 
and serving as the location of industrial enterprises and 
construction, agricultural, and other organizations will 
be privatized according to a special procedure. 


2.2.18. Printing enterprises and publishing houses cate- 
gorized as federal property and under the direct jurisdic- 
tion of the Ministry of Press and Information of the 
Russian Federation. 


2.2.19. Central military cultural establishments (includ- 
ing officers’ centers, garrison officers’ clubs, and military 
museums), sanatoriums, and rest homes financed by the 
federal budget and under the operational management of 
the Ministry of Security of the Russian Federation, the 
Ministry of Defense of the Russian Federation, the 
Ministry of Internal Affairs of the Russian Federation, 
the Federal Agency for Governmental Communications 
and Information of the President of the Russian Feder- 
ation, and the rail troops of the Ministry of Railways of 
the Russian Federation. 


2.2.20. Petroleum product supply facilities. 


2.2.21. Enterprises included in the network of the Rus- 
sian State Committee for Standards and scientific 
research institutes of standardization and certification. 


2.2.22. Enterprises included in the network of the Com- 
mittee of the Russian Federation on Informatization. 


Note. The restrictions on the privatization of enterprises 
in subsections 2.2.13 and 2.2.16 will apply only to enter- 
prises (or subdivisions) directly engaged in the operation 
and maintenance of the facilities and systems listed in 
these subsections 


2.3. Facilities and enterprises which may be privatized by 
a decision of the Russian Goskomimushchestvo with 
consideration for the opinions of sectorial ministries 


2.3.1. Enterprises in all branches of the national 
economy (other than those listed in sections 2.! and 2.2 
of the Program) accounting for more than 35 percent of 
the federal market for specific goods and specific works 
and services. 


2.3.2. Large enterprises (with an average staff of over 
20,000 or fixed capital with a book value of over a billion 
rubles on | January 1992) not listed in sections 2.1 and 
2.2 of the Program. 


2.3.3. The released movable property and real estate. 
with the exception of weapons and ammunition, under 
the operational management of the Ministry of Security 
of the Russian Federation, the Ministry of Defense of the 
Russian Federation, the Ministry of Internal Affairs of 
the Russian Federation, the Federal Agency for Govern- 
mental Communications and Information of the Presi- 
dent of the Russian Federation, and other ministries and 
departments with military units, as well as the enter- 
prises and organizations of these ministries and depart- 
ments that are not engaged in the production or repair of 
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systems and elements of any type of weapon or the 
production of ammunition, explosives, and fireworks. 


2.3.4. Maritime fishing ports and maritime and river 
transport enterprises other than those listed in subsec- 
tion 2.2.6. 


2.3.5. State pedigreed stock and stud farms, state stables 
and race tracks, and wildlife sovkhozes (or breeding 
farms). 


2.3.6. Scientific research, project planning, design, and 
exploratory project facilities and establishments of the 
Russian and sectorial academies of sciences, state scien- 
tific centers, and sectorial ministries and departments 
not listed in sections 2.1 and 2.2 of the Program. 


2.3.7. Facilities and enterprises of the medical industry 
(including facilities and enterprises of the pharmaceu- 
tical and agrobiological industries with subsidiary farms 
and the medical-biological compound industry), other 
than those listed in subsection 2.1.16 of the Program. 


2.3.8. Facilities and enterprises producing hard liquor, 
liqueurs, wine, and tobacco products. 


2.3.9. Facilities and enterprises producing baby food. 


2.3.10. Facilities and enterprises of nuclear machine 
building. 


2.3.11. Facilities and enterprises of the extractive 
industry (with the exception of local raw material extrac- 
tion facilities and enterprises). 


2.3.12. Enterprises of wholesale trade serving regions of 
the Far North and locations of equivalent status, 
including special watch communities, and the popula- 
tion of restricted territorial-administrative entities. 


2.3.13. Printing enterprises and publishing houses other 
than those listed in subsection 2.2.18. 


2.3.14. Facilities and establishments of the state sanato- 
rium and health resort industry. 


2.3.15. Specialized construction organizations and enter- 
prises producing construction materials and structures 
and engaged in national security projects other than 
those listed in Section 2.1. 


2.3.16. Folk arts enterprises. 


Note. The decision to privatize the facilities and establish- 
ments listed in subsection 2.3.6 will be made with consid- 
eration for the opinion of the Ministry of Science, Higher 
Education, and Technical Policy. 


The decision to privatize the enterprises listed in sec- 
tions 2.2 and 2.3 will be made by the Government of the 
Russian Federation, the Russian Goskomimushchestvo, 
and its territorial agencies according to the following 
procedure. 


The working commission for the privatization of an 
enterprise will send all of the necessary documents to a 
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property management committee endowed with the 
powers of a territorial agency, and this committee will 
forward these documents within three days to the fol- 
lowing: 


—the Russian Goskomimushchestvo if the enterprise is 
listed in Section 2.2, with copies to be sent to the 
appropriate sectorial ministry, state committee, and 
committee; 


—the financial agency and local soviet of people’s dep- 
uties in the enterprise’s place of registration or loca- 
tion if the enterprise is listed in Section 2.3, with 
copies and a draft decision on privatization to be sent 
to the sectorial ministry, state committee, and com- 
mittee. 


Copies of the documents will also be sent to the State 
Committee of the Russian Federation for Anti- 
Monopoly Policy and the Support of New Economic 
Structures, or to its territorial administrations in the case 
of facilities requiring their consent, and these, along with 
the sectorial ministries, state committee, and committee, 
must send their rulings within a week to the Russian 
Goskomimushchestvo in the case of enterprises covered 
by Section 2.2 or to the agency in the case of enterprises 
covered by Section 2.3. 


If the agency does not receive a ruling or receives a 
positive ruling on the privatization of facilities listed in 
Section 2.3 within two weeks after the documents are 
submitted to the ministry, state committee, and com- 
mittee, the decision to privatize the facilities will be 
made by the head of the agency. This decision, as well as 
a negative ruling accompanied by the appropriate docu- 
ments, will be forwarded to the Russian Goskomimush- 
chestvo within three days. 


The Russian Goskomimushchestvo will draw up the list 
of facilities in Section 2.3 for which the decision on 
privatization is made by the agency on behalf of the 
Russian Goskomimushchestvo according to a different 
procedure from the one described above and will make a 
decision within seven days on the privatization of facil- 
ities in Section 2.3 that are not included on the list but 
have received a negative ruling from the sectorial min- 
istry, state committee, or committee, and also will 
submit draft orders to privatize facilities in Section 2.2 
of the Program to the Government of the Russian 
Federation within 10 days. 


The Government of the Russian Federation will con- 
sider the draft orders within 10 days after their receipt 
and make the appropriate decisions, which will be 
recorded in the established manner. 


If the Government of the Russian Federation does not 
issue an order prohibiting the privatization of the enter- 
prise (or its sale at auction) within this period, the 
decision to privatize the enterprise will be considered 
valid. 
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Within three days after the end of the period for the 
consideration of the documents by the Government of 
the Russian Federation, the Russian Goskomimush- 
chestvo will define the procedure for completing the 
privatization of the enterprise: either by the Russian 
Goskomimushchestvo or by the appropriate territorial 


agency. 


If a negative ruling is made within the established time 
period, the Russian Goskomimushchestvo will send a 
copy of the Russian Federation government order to the 
appropriate territorial agency. 


If the Government of the Russian Federation issues the 
negative ruling after the deadline for making this deci- 
sion, the decision will be considered invalid. 


Restrictions on privatization will take the form of deci- 
sions to retain federal ownership of the controlling stock 
or to issue “gold shares” as part of the stock issue. 


Irrespective of the existence of permits for privatization, 
enterprises listed in sections 2.2 and 2.3 of the Program 
will be converted into joint-stock companies of the open 
type according to the procedure stipulated in the Statute 
on the Commercialization of State Enterprises, 
approved by presidential ukase No 721 and subsection 
5.3.3 of this Program, with the sale (or partial transfer 
without charge) of up to 49 percent of the stock to 
members of the labor collective in accordance with the 
Statute on Exclusive Stock Subscriptions During the 
Privatization of State and Municipal Enterprises, 
approved by the Russian Goskomimushchestvo. The 
undistributed stock included in the 49 percent set aside 
for sale (or partial transfer without charge) to members 
of the labor collective will be sold at check auctions. 


During the conversion of enterprises listed in sections 
2.2 and 2.3 of the Program into joint-stock companies, 
the Government of the Russian Federation and the 
Russian Goskomimushchestvo will be empowered to 
retain federal ownership of the controlling stock for up to 
three years only in the case of the following enterprises 
(listed by spheres of operation): 


—communications; 
—electrical power generation and distribution; 


—the extraction, refining, and sale of oil and natural gas; 
the extraction and processing of precious metals, pre- 
cious stones, and radioactive and rare-earth elements; 


—the development, production, and repair of weapons 
systems and ammunition; 


—the production of hard liquor and liqueurs; 


—enterprises directly engaged in maritime and air trans- 
port operations, as well as airports and sea and river 


ports; 


—the patent service, and official standards and mea- 
sures; 
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—scientific research and design enterprises; 


—specialized enterprises for the construction and oper- 
ation of facilities for national security purposes; 


—wholesale trade enterprises engaged in procurements 
for state needs and export and import operations 
included in intergovernmental agreements; 


—publishing houses and printing enterprises producing 
printed materials for state needs; 


—pipeline transport. 


The controlling package of stock reserved for federal 
ownership for a term of up to three years in the enter- 
prises slated for privatization in these branches will 
consist of common stock, which will remain at the 
disposal of the appropriate property management com- 
mittee until the end of the term stipulated in the priva- 
tization plan or until a decision on the early sale of the 
stock has been made. 


When enterprises with federally owned controlling pack- 
ages of stock for up to three years are converted into 
joint-stock companies, the Government of the Russian 
Federation and the Russian Goskomimushchestvo will 
be empowered by the State Privatization Program to 
contract the services of specific individuals, including 
administration officials or the personnel of state admin- 
istrative bodies, to represent the state’s interests on the 
enterprise board of directors. 


The amount of remuneration to be paid to these indi- 
viduals in connection with their work on boards of 
directors will be regulated by the Government of the 
Russian Federation. 


When enterprises listed in sections 2.2 and 2.3 of this 
Program are converted into joint-stock companies, the 
Government of the Russian Federation or the Russian 
Goskomimushchestvo may decide to issue “gold shares” 
as part of the stock issue in these enterprises, giving the 
bearer the right to “veto” the following types of decisions 
by shareholders’ meetings for a term of up to three years 
(to be stipulated at the time of issuance): 


—on amendments and additions to the charter of the 
joint-stock company; 


—on its reorganization or liquidation; 


—on its inclusion in other enterprises and associations 
of enterprises; 


—on the mortgage, lease, sale, or other transfer of 
property listed in the plan for the privatization of the 
enterprise. 


In these cases the “gold share” will be state property and 
may not be used as collateral or be held in trust. The sale 
or other transfer of ‘“‘gold shares” upon the expiration of 
this term will be allowed only by a decision of the agency 
responsible for the decision to issue these shares during 
the establishment of the joint-stock company. When the 
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‘gold share” is sold or transferred by other means, it will 
be converted into common stock, and the special rights 
granted to its holder will be terminated. 


In the event of the issuance of “gold shares,” the 
remaining shares categorized as state property may be 
sold. 


2.4. Facilities and enterprises which may be privatized in 
accordance with local privatization programs 


2.4.1. Facilities and enterprises of municipal passenger 
transport, other than taxis, and their repair enterprises. 


2.4.2. Baths and laundries. 


2.4.3. Enterprises, organizations, and establishments 
performing religious services, with the exception of those 
listed in subsection 2.1.22. 


2.4.4. Trade enterprises serving war and labor veterans 
and large families. 


2.4.5. Waste treatment plants. 


2.4.6. Drug stores (with compulsory state licensing of 
their operations). 


2.4.7. Facilities, enterprises, and establishments for 
sociocultural purposes (public health, culture, and 
sports), irrespective of their departmental jurisdiction 
(other than those listed in subsections 2.2.11 and 2.3.14 
and facilities included among the assets of enterprises 
and organizations). 


2.4.8. Property used by local governing and administra- 
tive bodies for their own needs and listed among their 
assets. 


2.4.9. State trapping, hunting, and big-game farms, zoo- 
logical associations, zoological centers, and zoological 
combines. 


2.4.10. Enterprises responsible for the operation, ser- 
vicing, and maintenance of the engineering infrastruc- 
ture of cities and rayons (including electricity, heat, and 
gas supply networks, water mains and sewers, and out- 
door municipal lighting). 


The decision to privatize facilities and enterprises listed 
in Section 2.4 of the Program will be made by the 
appropriate property management committee with con- 
sideration for the requirements of local privatization 


programs. 


The restrictions imposed on privatization in this Pro- 
gram will be binding for all governing and administra- 
tive bodies and agencies of local self-government. The 
introduction of additional restrictions on the privatiza- 
tion of state and municipal property and the sale of stock 
categorized as state and municipal property by these 
agencies will not be permitted. 
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The privatization of facilities and enterprises subject to 
the restrictions stipulated in the Program will not be 
permitted without the consent of the appropriate agen- 
cies. 


The restrictions on privatization in sections 2.2-2.4 of 
the Program will not be tantamount to the prohibition of 
the conversion of state (or municipal) enterprises into 
joint-stock companies of the open type with the reten- 
tion of state (or municipal) ownership rights to the stock. 


The purchase and sale, transfer, and exchange of shares 
(stock or other types of shares or part of them) among 
legal entities with state or municipal property repre- 
senting 25 percent or more of their charter capital (or 
fund) will be prohibited unless legislative enactments of 
the Russian Federation stipulate otherwise. 


2.5. Facilities and enterprises which must be privatized 


The following facilities and enterprises will be subject to 
compulsory privatization: 


2.5.1. Facilities and enterprises of wholesale and retail 
trade (including those selling production equipment), the 
food service industry, and consumer services (including 
departmental facilities of the public retail trade network, 
food service industry, and consumer services), other 
than those listed in sections 2.3 and 2.4. 


2.5.2. Facilities and enterprises (or organizations) in 
construction and the construction materials industry. 


2.5.3. State agricultural facilities and enterprises, 
including poultry farms (other than sovkhozes, as well as 
the facilities listed in subsection 2.1.23), with consider- 
ation for the sectorial features listed in subsection 5.18 of 
the Program. 


2.5.4. Enterprises processing agricultural products, 
serving agriculture, and manufacturing production 
equipment for agriculture (other than those listed in 
subsection 2.1.23), with consideration for the sectorial 
features of privatization listed in subsection 5.18 of the 
Program. 


2.5.5. Enterprises of the food industry and light industry. 


2.5.6. Suspended and unfinished construction projects 
for which the standard construction terms have expired. 


2.5.7. The property of enterprises liquidated without the 
determination of a legal successor in interest. 


2.5.8. Enterprises in motor transport, including taxis, 
other than those listed in Section 2.4. 


2.5.9. Enterprises slated for privatization in accordance 
with presidential Ukase No 721 of 1 July 1992. 


2.5.10. Facilities in trade, the food service industry, 
public consumer services, and transportation and enter- 
prises of the construction industry built with state budget 
funds and transferred to the Central Union of Consumer 
Cooperatives. 
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3. Approximate Indicators of Privatization for State 
Governing and Administrative Bodies 


The approximate indicators (or assignments) of privati- 
zation will be the main points of reference in organizing 
the work of privatization agencies and will be set with a 
view to the following: 


—the main goals of privatization in 1993 (the sale of the 
majority of property for privatization checks within 
the framework of ‘“‘public privatization”’ and the sale 
of objects of privatization for checks and money 
within the framework of “small-scale privatization” in 
competitive bidding and at auction); 


—the patterns and scales of the effective demand for 
property slated for privatization on the regional and 
sectorial levels (monetary demand will be equivalent 
to approximately one-sixth of total demand, and check 
demand will be equivalent, accordingly, to five- 
sixths). 


Assignments set for 1993 will encourage property man- 
agement committees to prepare enterprises for privati- 
zation and sale at auction and in competitive bidding 
and to convert them into joint-stock companies, and 
encourage property funds to organize the sale of these 
enterprises for privatization checks and money. 


3.1. Approximate privatization indicators (or assign- 
ments) for 1993 for republics belonging to the Russian 
Federation, krays, oblasts, the autonomous oblast, auton- 
omous okrugs, and the cities of Moscow and St. Peters- 
burg will be set for the following: 


—the issuance of stock in enterprises and the privatiza- 
tion of enterprises; 


—receipts from the sale of state and municipal property 
and fees for privatization checks; 


—financial proceeds from the sale of state and municipal 
property. 


3.2. The assignments listed in the table are absolute 
indicators and represent the minimum figures for the 
compilation of local privatization programs. 


Assignments will not be set for the privatization of 
enterprises listed in subsections 2.5.7 and 2.5.13. 


3.3. On the basis of the assignments in the Program, the 
property management committees of republics belonging 
to the Russian Federation, krays, oblasts, the autono- 
mous oblast, autonomous okrugs, and the cities of 
Moscow and St. Petersburg will draw up local privatiza- 
tion programs and forecasts of the proceeds from priva- 
tization in the form of privatization checks and money. 
The privatization programs approved by the appropriate 
soviets of people’s deputies will be submitted to the 
Russian Goskomimushchestvo. 
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Regional patterns of effective demand in Russia will be 
appended to the State Program for the fuller consider- 
ation of the regional structure of demand during the 
compilation of local programs. 


3.4. The chairmen of soviets of people’s deputies, the 
heads of administrations, and the chairmen of property 
management committees and property funds on all 
levels will be personally responsible for the completion 
of Program assignments. 


4. Standards Governing Distribution of Monetary 
Receipts from Privatization in 1993 and Forecast of 
Proceeds in 1994 


4.1. The privatization of state and municipal enterprises 
in 1993 will be conducted for pay and without charge. 


Total proceeds from privatization will amount to around 
1.5 trillion rubles in privatization checks and approxi- 
mately 300 billion rubles in money (160 billion rubles 
from the personal privatization accounts of workers and 
140 billion rubles in the personal funds of legal entities 
and citizens and the funds of foreign investors and 
creditors). 


4.2. The forecast of proceeds from privatization in 1994 
and 1995 is based on the effective monetary demand for 
objects of privatization in various sectors and regions 
and will not exceed 200 billion rubles a year. 


4.3. Monetary proceeds from privatization will be dis- 
tributed among the appropriate budgets and government 
agencies. 


4.4. The Government of the Russian Federation will be 
empowered to adjust privatization indicators (after con- 
sultations with the governments of republics belonging 
to the Russian Federation) and the standards governing 
the distribution of privatization receipts, with consider- 
ation for the state of the financial system in the Russian 
Federation and conditions in the property market. 


4.5. All privatization receipts will be tax-exempt. 


4.6. Income from the commercial activities of property 
management committees and property funds on all 
levels will be taxed in accordance with existing legisla- 
tion. 


4.7. All privatization documents and transactions will be 
exempt from state duties and fees. 


5. Methods of Privatization and Privileges To Be 
Extended in Privatization Projects in 1993 


The specific method of privatizing an enterprise will be 
defined by the appropriate property management com- 
mittee in line with the findings of the privatization 
commission and in accordance with the requirements of 
the Law of the Russian Federation “On the Privatization 
of State and Municipal Enterprises in the Russian Fed- 
eration,” the ukase of the president of the Russian 
Federation of | July 1992, No 721, “On Organizational 
Measures To Convert State Enterprises and Voluntary 
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Associations of State Enterprises into Joint-Stock Com- 
panies,”’ state and local privatization programs, and 
legislative instruments of the Russian Goskomimush- 
chestvo. 


Joint-stock companies of the closed type may not be 
established during the conversion of state and municipal 
enterprises. 


5.1. All state (or municipal) enterprises wil! be divided 
into three groups in terms of the method of privatization 
to be employed: 


Group 1 


Small enterprises with an average staff of no more than 
200 and fixed assets with a book value of no more than 
| million rubles on | January 1992 (no more 0.05 million 
rubles for enterprises engaged in the primary processing 
of agricultural products) will be sold at auction and in 
competitive bidding by local property funds and prop- 
erty management committees according to the simplified 
sales procedure established by the Russian Goskomi- 
mushchestvo. 


Group 2 


All enterprises with fixed assets with a book value of 
from 1 million rubles (0.05 million in the case of 
enterprises engaged in the primary processing of agricul- 
tural products) to 50 million rubles or an average staff of 
from 200 to 1,000 workers as of | January 1992 may be 
privatized by any of the established methods in accor- 
dance with the requirements of the Program. In addi- 
tion, enterprises with fixed assets with a book value of 
from | million rubles (0.05 million in the case of the 
primary processing of agricultural products) to 50 mil- 
lion rubles as of | January 1992 may be privatized by a 
decision of the labor collective prior to | March 1993 by 
means of conversion into a joint-stock company of the 
open type according to the procedure stipulated in the 
Statute on the Commercialization of State Enterprises 
with Simultaneous Conversion into Joint-Stock Compa- 
nies of the Open Type, approved by Ukase No 721 of the 
president of the Russian Federation of | July 1992, and 
in this case the decision of the labor collective will be 
binding for the corresponding property management 
committees. 


The labor collectives of state (or municipal) enterprises 
in groups | and 2 (with fixed productive assets with a 
book value of under 50 million rubles as of | January 
1992) will be empowered to make a decision (by a vote of 
a qualified majority of two-thirds of all of the workers, 
either at a general meeting or by petition) on the sale of 
the enterprise at auction or in open commercial compet- 
itive bidding without any limits on the number of 
bidders, and this decision will be binding for the corre- 
sponding property management committees. In this case 
the enterprise may not be sold to a single person at 
auction (or in competitive bidding) according to the 
procedure stipulated in subsection 5.8 of this Program. If 
a single application for participation in an auction (or 
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competitive bidding) is submitted, the appropriate prop- 
erly management committee will make the decision to 
convert the enterprise into a joint-stock company of the 


open type. 
Group 3 


Large enterprises with fixed assets with a book value of 
over 50 million rubles as of | January 1992 or an average 
staff of over 1,000 workers will be subject to compulsory 
conversion into a joint-stock company of the open type 
prior to | March 1993 according to the procedure 
stipulated in the Statute on the Commercialization of 
State Enterprises with Simultaneous Conversion into 
Joint-Stock Companies of the Open Type, approved by 
presidential ukase No 721, and the stock in these enter- 
prises must be sold at check auctions and in investment 
trading sessions in accordance with approved privatiza- 
tion plans. The decision on privatization will be made by 
the appropriate property management committees. 


In the event of the nonobservance of established dead- 
lines for the issuance of stock in enterprises (before | 
March 1992 [as published]), the decision on conversion 
into a joint-stock company will be made by the property 
management committee prior to | June 1993, with 
privileges extended to members of the labor collective 
only in accordance with the first option in subsection 
5.4.1 of this Program. 


5.2. The use of the following methods of privatization 
according to the procedure stipulated in the Program is 
envisaged in 1993: 


—the sale of stock in joint-stock companies of the open 
type in exclusive subscriptions, at auction (including 
check auctions), in competitive bidding, and in invest- 
ment trading sessions; 


—the sale of enterprises not converted into joint-stock 
companies at auction; 


—the sale of enterprises not converted into joint-stock 
companies in commercial competitive bidding 
(including sessions with limits on the number of 
bidders); 


—the sale of enterprises in investment bidding (or 
investment trading sessions), 


—the sale of the property (or assets) of liquidated 
enterprises and enterprises slated for liquidation and 
of unfinished construction projects in competitive 
bidding or at auction; 


—buyouts of leased property. 


5.3. The sale of stock in joint-stock companies of the 
open type. 


A. Privileges extended to members of the labor collective 
and administration during the conversion of a state (or 
municipal) enterprise into a joint-stock company of the 


open type. 








FBIS-USR-93-019 
24 February 1993 


5.3.1. During the sale (or transfer without charge) of 
stock in joint-stock companies of the open type, estab- 
lished by means of the conversion of state and municipal 
enterprises (including those converted earlier into joint- 
stock companies of the closed type), one of the following 
options for the granting of privileges to members of the 
labor collective of the enterprise slated for privatization 
will be used at the request of the labor collective of the 
enterprise, and these privileges will also be granted to the 
following: 


—workers for whom this enterprise is the main place of 
employment; 


—individuals empowered by legislation of the Russian 
Federation to return to an earlier job at this enterprise; 


—pensioners who retired from this enterprise; 


—former enterprise workers who worked at the enter- 
prise slated for privatization for at least 10 years in the 
case of men and 7 years and 6 months in the case of 
women and either resigned or were dismissed because 
of staff cuts or personnel reductions; 


—individuals who were dismissed from the enterprise 
because of personnel reductions after | January 1992 
and are registered as unemployed workers; 


members of the families of enterprise workers who died 
on the job. 


Option 1: 


All of the members of the labor collective of the enter- 
prise slated for privatization and individuals of equiva- 
lent status and equal eligibility for privileges: 


will be given personal shares of preferred (non-voting) 
stock, constituting 25 percent of the charter capital, 
without charge, but only if the total does not exceed 20 
times the minimum monthly wage stipulated in legisla- 
tion of the Russian Federation as of | July 1992 per 
worker; common stock representing up to 10 percent of 
the charter capital, but not exceeding 6 times the min- 
imum monthly wage stipulated in legislation of the 
Russian Federation as of | July 1992 per worker, will be 
sold by exclusive subscription to members of the labor 
collective at a discount of 30 percent of par value and 
with payments to be deferred for up to three years, on the 
condition that the initial contribution is equivalent to at 
least 15 percent of the par value of the stock; 


Officials of the administration of the enterprise slated 
for privatization (the manager, his assistants, the chief 
engineer, the chief bookkeeper, and the manager of a 
separate structural subdivision or branch) will have the 
right to acquire common stock at par value on the basis 
of contracts concluded with them in amounts up to 5 
percent of the total charter capital for all of the officials, 
but not exceeding 2,000 times the minimum monthly 
wage stipulated in legislation of the Russian Federation 
as of | July 1992 for each administration official. 
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At large enterprises with fixed capital valued at over 500 
million rubles or with an average staff of over 10,000 
workers, the list of administration officials eligible for 
this privilege may be augmented by a decision of the 
labor collective. 


Option 2: 


All members of the labor collective of the enterprise 
slated for privatization and individuals of equivalent 
status who are eligible for the privileges will be granted 
the right to acquire common (voting) stock representing 
up to 51 percent of the charter capital. 


In this case: 


the transfer of stock without charge and the sale of stock 
on preferential terms will not be conducted, with the 
exception of stock from the enterprise employee stock 
fund, to be acquired (or sold) according to the procedure 
defined in subsection 5.3.4 of this Program; 


the sale price of the stock will be set in accordance with 
the Statute on the Exclusive Subscription, approved by 
the Russian Goskomimushchestvo; 


by a decision of the labor collective, the workers of 
enterprises in the same technological complex as the 
enterprise slated for privatization will be granted the 
right of personal participation in the exclusive subscrip- 
tion for workers of the enterprise slated for privatization, 
but the total amount of stock subject to sale may not 
exceed 51 percent of the charter capital of the joint-stock 
company. 


Option 3: 


If a group of enterprise workers assumes responsibility 
for carrying out the plan for the privatization of the 
enterprise and preventing bankruptcy and is authorized 
by a general meeting of the labor collective to negotiate 
the corresponding contract, which will be concluded for 
a term of no more than one year (without renewal rights), 
the members of this group will be granted the right to 
acquire 20 percent of the charter capital in the form of 
common stock at par value at the end of this period on 
the condition that the terms of the contract have been 
fulfilled. In the event of nonfulfillment, the group will 
lose this right and the stock will be sold according to the 
established procedure. The procedure for negotiating a 
contract on the acquisition of stock with the group of 
workers will be defined in a statute approved by the 
Russian Goskomimushchestvo. 


While the contract is in effect, this group will be granted 
the voting rights on 20 percent of the voting stock 
belonging to the corresponding property fund. 


The privatization plan will include the terms of the 
contract, which must be negotiated with this group by 
the founder of the joint-stock company. The contract 
will stipulate the obligations of group members and the 
limits of their financial liability in the form of their 
personal property (the security deposit) for a sum at least 
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200 times the minimum monthly wage stipulated in 
legislation of the Russian Federation at the time of the 
security deposit for each member of the group. 


In this option all enterprise workers (including members 
of the group) will be sold common stock representing 20 
percent of the charter capital, but not exceeding 20 times 
the minimum monthly wage stipulated in legislation of 
the Russian Federation as of 1 July 1992 per worker, 
with a discount of 30 percent of the par value and with 
payments to be deferred for three years. The initial 
contribution must be equivalent to at least 15 percent of 
the par value of the stock. 


Option 3 may be used only at enterprises with a staff of 
over 200 and fixed assets with a book value of over | 
million rubles as of 1 January 1992. 


The procedure for the transfer of stock without charge 
(in option |) will be defined by a decision approved by a 
simple majority at a general meeting (or conference) of 
the labor collective. 


The sale of stock to members of the labor collective and 
individuals of equivalent status within the confines of 
the privileges stipulated in this Program will be carried 
Out in an exclusive subscription in accordance with a 
statute approved by the Russian Goskomimushchestvo. 


The decision to choose the privileges of option 2 or 3 will 
be made at a general meeting of the labor collective or 
will be certified by petitions signed by its members. The 
decision will be considered valid if it is approved (or 
endorsed) by at least two-thirds of the enterprise work 
force. In the absence of this decision, privileges will be 
extended in accordance with the first of these options. 


B. Privileges extended to members of the labor collective 
and administration after the completion of the sale of 
stock for privatization checks 


5.3.2. In the event of the sale of the legally mandated 
quantity of stock subject to sale for privatization checks 
and the sale of more than 75 percent of the total stock in 
a joint-stock company established during the privatiza- 
tion process, the following rights will be granted: 


to members of the labor collective: 


the rights to begin buying (and receiving without charge) 
stock from the enterprise employee stock fund (FARP) 
in accordance with the Statute on the FARP; 


and to convert preferred stock transferred to members of 
the labor collective without charge in accordance with 
option | (subsection 5.4.1) into common stock; 


to the joint-stock company established during the privati- 
zation process: 


the rights to buy the parcel of land occupied by the 
privatized enterprise in accordance with existing legisla- 
tion; 
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and to act as the middleman in the sale of remaining 
state-owned stock in investment trading sessions; 


to the general director (or manager): 


the rights to acquire part of the stock from the FARP, in 
an amount up to 5 percent of the total shares, with the 
consent of three-fourths of the members of the labor 
collective, for privatization checks at par value. The 
decision to conduct this sale and the decision on the 
amount up to 5 percent will be made by the appropriate 
property management committee; 


and to use all dividends on remaining state-owned stock 
not invested in the development of enterprise capital for 
the financing of sociocultural projects. 


In the event of the issuance of “gold shares,” privileges 
will be extended to the members of the labor collective 
according to the procedure defined under headings A 
and B. 


The property fund will sell stock in joint-stock compa- 
nies for money at auction: 


—3 percent of the stock if the charter capital exceeds 500 
million rubles; 


—5 percent of the stock if the charter capital is under 
500 million rubles. 


C. Privileges granted to members of the labor collective 
and administration in the event of the retention of state (or 
municipal) ownership of the controlling stock 


5.3.3. if state (or municipal) ownership of the controlling 
stock is retained, privileges will be granted to enterprise 
workers according to the following procedure: 


First method: 


All members of the labor collective (including the 
administration) and other individuals eligible to partic- 
ipate in the exclusive stock subscription will be granted 
privileges according to option | in the manner defined in 
subsection 5.4.1 of the Program, and the preferred stock 
transferred to members of the labor collective will not be 
converted into common stock; 


38 percent of the common stock will be retained as state 
(or municipal) property for a specific period; 


all remaining stock will be sold at check auctions. 
Second method: 


All of the stock issued in a joint-stock company will be 
common stock; 


51 percent of the stock will be state (or municipal) 
property, 


the remaining 49 percent of the stock will be sold (or 
transferred without charge), and the members of the 
labor collective will be granted privileges according to 
the procedure established in option | (subsection 5.4.1) 
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of the Program, with the undistributed shares in this 49 
percent of the stock subject to sale at check auctions. 


The choice of one of these two methods will be the 
exclusive prerogative of the corresponding property 
management committee. 


Members of the labor collectives of enterprises listed in 
sections 2.2 and 2.3 and slated for privatization will have 
the right to demand the conversion of their enterprises 
into joint-stock companies of the open type and the 
privileges specified in the second method described in 
this subsection in the event of the absence of authoriza- 
tion for privatization (with the exception of enterprises 
listed in subsections 2.2.1, 2.2.2, 2.2.7, 2.2.10, 2.2.11, 
2.3.10, and 2.3.14). 


If state (or municipal) ownership of the controlling 
package of stock is retained, the privileges stipulated in 
subsection 5.4.2 will not be granted to members of the 
labor collective and administration of the enterprise 
until the term of this retention has expired. 


Dividends on the conirolling stock reserved as state 
property in 1993 will be used wholly for the financing of 
sociocultural and consumer projects transferred to state 
(or municipal) ownership from enterprise assets during 
the conversion of the enterprise into a joint-stock com- 


pany. 


D. Acquisition (or sale) of stock from the enterprise 
employee stock fund (FARP) 


5.3.4. During the conversion of state and municipal 
enterprises into joint-stock companies of the open type, 
the labor collective may request the creation of an 
enterprise employee stock fund (FARP) with contribu- 
tions from the corresponding property fund in amounts 
not exceeding 10 percent of its charter capital in the 
event of the choice of options | and 3, and 5 percent in 
the event of the choice of option 2 for the granting of 
privileges to members of the labor collective. 


The transfer of stock from the FARP will be carried out 
after the completion of the sale of the legally mandated 
quantity of stock subject to sale for privatization checks. 
During this process, part of the stock in the FARP, 
calculated as one-tenth of the total number of shares sold 
for privatization checks in the joint-stock company 
(excluding stock sold or transferred to the labor collec- 
tive on preferential terms), will be subject to transfer 
without charge to the members of the labor collective. 


The FARP will be established for a period of no more 
than three years following the registration of the joint- 
stock company. The right to acquire stock from the 
FARP will be granted to members of the labor collective 
for whom this joint-stock company is their main place of 
employment. 


The amount of stock sold to members of the labor 
collective will be decided by a two-thirds majority at a 
general meeting of the individuals eligible to acquire 
stock from the FARP. 
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The procedure for distributing stock transferred without 
charge (in the first option) and free stock from the FARP 
will be decided by a general meeting (or conference) of 
the labor collective. 


5.3.5. The sale of stock to enterprise workers within the 
confines of the privileges stipulated in the Program will 
be carried out by exclusive subscription in accordance 
with a statute approved by the Russian Goskomimush- 
chestvo. 


Any stock purchased or acquired without charge by 
citizens or legal entities may be sold by the owner 
without restrictions. The imposition of limits will be 
prohibited. 


5.3.6. The determination of the amount of charter cap- 
ital during the conversion of enterprises into joint-stock 
companies in accordance with ukases No 721 of | July 
1992 and No 1228 of 14 October 1992 of the president of 
the Russian Federation will be based on the value of 
fixed capital on | July 1992, and the value of the 
property of other privatized enterprises will be assessed 
on the date stipulated by a decision of the privatization 
commission formed by the appropriate property man- 
agement committee, generally on the first of the month. 
During this process, the value of fixed assets and the 
amount of their depreciation, as well as the value of 
unfinished construction and uninstalled equipment, will 
be assessed without consideration for the results of 
revaluation in accordance with Decree No 595 of the 
Government of the Russian Federation of 14 August 
1992. 


Sale of stock in joint-stock companies at check auctions 


5.3.7. The main form of stock sales will be the sale of 
stock at specialized check auctions. The statute on these 
auctions was approved by the Russian Goskomimush- 
chestvo. 


All owners of privatization checks without exception will 
be eligible to participate in the specialized check auc- 
tions. 


The specialized check auction (or “public subscription”’) 
is a special method of selling stock in trading sessions, in 
which: 


—all successful bidders will acquire stock at the same 
price; 


—participation in the auction will take the form of the 
submission of one of two types of bids, either stipu- 
lating only the quantity of privatization checks (the 
first type of bid) or the quantity of privatization 
checks for stock along with the maximum price (or the 
maximum quantity of checks for one stock certificate 
at par value—the second type of bid); 


—all individuals submitting the first type of bid will 
always be among the successful bidders. 
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The sale of stock at specialized check auctions will be 
conducted by the corresponding property fund or an 
authorized agent of this fund. 


The sale of stock in enterprises slated for privatization at 
specialized check auctions will be conducted in accor- 
dance with approved privatization plans and the special- 
ized check auction schedule. 


5.3.8. To protect the interests of citizens and prevent the 
misuse of information, all objects of privatization will be 
divided into groups in chronological order for sale 
during the year. 


The published schedule will be binding for the Russian 
Goskomimushchestvo, the Russian Federal Property 
Fund, and property management committees and prop- 
erty funds. 


Sale of objects (or property) at auction 


5.4. This kind of sale represents the acquisition of 
objects of privatization as private property by physical 
persons or legal entities at public auctions in cases when 
the buyers are not required to fulfill any conditions in 
relation to the object of privatization. 


Ownership rights will be transferred to the buyer offering 
the maximum price in the bidding. 


In this case the workers of the enterprise slated for 
privatization, as well as individuals dismissed from the 
enterprise because of personnel reductions after | Jan- 
uary 1992 and officially registered as unemployed 
workers, who have not acquired property rights as a 
result of the auction will receive 30 percent of the 
monetary proceeds, but no more than 40 times the 
minimum monthly wage stipulated in legislation of the 
Russian Federation as of | July 1992 per worker. 


The new owners will also have the exclusive right to lease 
the buildings and structures occupied but not owned by 
these enterprises and the right to acquire title to these 
buildings and structures and the parcels of land occupied 
by the enterprises in the manner established by Russian 
law. 


Sale of objects (or property) in competitive bidding 


5.5. Sales in competitive bidding (commercial and non- 
commercial investment trading) represent the acquisi- 
tion of objects of privatization as private property by 
physical persons or legal entities in cases when the buyers 
are required to fulfill certain conditions in relation to the 
object of privatization (for example, to maintain the 
specialized structure of the enterprise or the purpose of 
the facility and the number of jobs, to finance social 
projects, and to carry out investment programs). 


In this case the workers of the enterprise slated for 
privatization who do not become buyers, as well as 
individuals dismissed from the enterprise because of 
personnel reductions after | January 1992 and officially 
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registered as unemployed workers, will receive 20 per- 
cent of the monetary proceeds from the sale of the 
facility, but no more than 30 times the minimum 
monthly wage stipulated in legislation of the Russian 
Federation as of | July 1992 per worker. 


Sale of objects in commercial competitive bidding 


5.5.1. Commercial competitive bidding can take the 
form of public auctions or confidential tender. The right 
of acquisition belongs to the buyer offering the max- 
imum price in commercial competitive bidding. 


Sales in commercial competitive bidding with a limited 
number of participants will be allowed (in accordance 
with local privatization programs) only during the priva- 
tization of enterprises in trade, the food service industry, 
and consumer services and enterprises engaged in the 
primary processing of agricultural products and the 
maintenance of the productio.. equipment for agricul- 
ture in rural communities, urban settlements, regions of 
the Far North and locations of equivalent status. Only 
the workers of the enterprise slated for privatization, the 
local residents, and individuals deported from this loca- 
tion (including those outside the Russian Federation) 
during the period of mass repression will be allowed to 
participate in this kind of competitive bidding. 


Sale in investment bidding (or investment trading ses- 
sions) 


5.5.2. State and municipal enterprises will be sold in 
investment bidding sessions (or investment trading ses- 
sions) when the buyers will be required to carry out 
investment programs. Ownership rights will be trans- 
ferred to the buyer whose bid corresponds most to the 
criteria (the size and term of investments) stipulated in 
the privatization plan or the decision of the corre- 
sponding property management committee. 


Investment bidding sessions will differ in the number of 
participants and the manner in which they are con- 
ducted. 


Depending on the number of participants, the competi- 
tive bidding may be: 


—open, in which case all interested legal entities and 
physical persons may submit bids; 


—closed, in which case bids may be submitted only by 
specific legal entities or physical persons with special 
invitations to participate in the sessions, with the 
group of bidders to be chosen by the seller (the 
corresponding property fund or property committee). 


Depending on the method of conducting these sessions, 
investment bidding can take the following forms: 


—open bidding, in which the sessions are conducted by 
an auctioneer in the presence of the bidders and the 
bids are made publicly during the sessions; 
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—closed bidding, in which the bids are submitted in 
sealed envelopes. 


The procedure for conducting investment bidding ses- 
sions will be regulated by a statute approved by the 
Russian Goskomimushchestvo. 


5.6. During the sale of state and municipal enterprises 
(and the property of liquidated enterprises) in competi- 
tive bidding or at auction to an association (or joint- 
stock company) made up of at least one-third of the staff 
of the enterprise (or subdivision) slated for privatization, 
the buyer will be granted a discount of 30 percent of the 
sale price and the deferment of payments for up to three 
years (except in cases of the buyout of leased property). 
The initial contribution must be equivalent to at least 25 
percent of the sale price and must be paid with privati- 
zation checks. 


5.7. Physical persons and legal entities acquiring priva- 
tized state and municipal enterprises at auction (or in 
competitive bidding) will be granted the right to con- 
clude long-term (for a period of at least 15 years) 
contracts for the rental of state (or municipal) nonresi- 
dential premises, buildings, and structures occupied by 
these enterprises and not included in the property they 
have acquired, and to acquire title to these premises, 
buildings, and structures as soon as the enterprise sale 
contract goes into effect. These purchases must be made 
with privatization checks. 


The terms of the contract for the rental of these premises, 
buildings, and structures may be changed by these enter- 
prises only by agreement of the parties unless the terms 
of the contract stipulate otherwise. 


5.8. In cases when the physical person or legal entity 
acknowledged as the buyer during an auction (or com- 
petitive bidding) for the sale of enterprises slated for 
privatization in accordance with Article 9 of the Law of 
the Russian Federation “On the Privatization of State 
and Municipal Enterprises in the Russian Federation” is 
the only participant in the auction (or competitive bid- 
ding), an enterprise located in a rural community or 
workers’ settlement will be sold to this individual at 
twice the residual value of the property, and an enter- 
prise located in a city will be sold at 20 times the residual 
value of the property. The revaluation of property will be 
conducted within two weeks after the date of the auction 
(or competitive bidding) and the sale will be transacted 
within a month after the revaluation. In this case privi- 
leges will not be granted to enterprise workers who 
become its buyers. 


Sale of property (or assets) of liquidated enterprises and 
enterprises slated for liquidation 


5.9. The sale of the property (or assets) of liquidated 
enterprises or enterprises slated for liquidation will be 
conducted exclusively at auction. 


In this case the enterprise workers and the individuals 
dismissed from the enterprise because of personnel 
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reductions after | January 1992 and officially registered 
as unemployed workers will be paid up to 30 percent of 
the monetary proceeds from the sale of the property (or 
assets), but no more than 40 times the minimum 
monthly wage stipulated in legislation of the Russian 
Federation as of 1 July 1992 per worker. 


Sale of bankrupt enterprises 


5.10. A bankrupt enterprise or the structural subdivi- 
sions of a bankrupt enterprise will be sold in a commer- 
cial competitive bidding session if a decision is made on 
the actual liquidation of the bankrupt enterprise. The 
property of the bankrupt enterprise will be sold in lots at 
auction. 


The procedure for conducting competitive bidding or 
auctions for the sale of a bankrupt enterprise and its 
property will be defined by the standard statute drawn 
up by the Russian Goskomimushchestvo. 


Privatization of leased state and municipal property 


5.11. The privatization of leased state and municipal 
property may be conducted in various ways depending 
on the existence of a buyout option in the leasing 
contract and the consent of the labor collective of the 
leaseholder enterprise by a decision of at least half of its 
members. 


The buyout of leased state and municipal property will 
be conducted by leaseholders with a legal-organizational 
structure brought into conformity with articles 9-12 of 
the law “On Enterprises and Entrepreneurship.” 


The buyout of state and municipal property according to 
the terms of contracts with a buyout option concluded 
prior to the enactment of the law of the RSFSR “On the 
Privatization of State and Municipal Enterprises in the 
RSFSR” and defining the dates, amount, procedure, and 
terms of the buyout, will be conducted at the request of 
the leaseholder in accordance with the leasing contract 
with a buyout option. 


The buyout of state and municipal property according to 
the terms of a leasing contract with a buyout option 
concluded prior to the enactment of the law of the 
RSFSR “On the Privatization of State and Municipal 
Enterprises in the RSFSR” and not specifying the daies, 
the amount, the procedure, or the terms of the buyout, 
will be conducted in the following ways: 


on the basis of an additional agreement on the buyout of 
the leased property with the leaseholder enterprise (or 
enterprise subdivision) and the determination of the 
buyout amount at the request of the leaseholder in cases 
in which the value of the state (or municipal) property 
stipulated in the contract was under | million rubles at 
the time it was leased. If the buyout amount is not 
stipulated in the leasing agreement, it will be set at twice 
the value of the leased property. Additional agreements 
will not be concluded with leaseholder enterprises 
serving citizens and other enterprises and organizations 
in the sphere of trade, the food service industry, and 
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consumer services with structural subdivisions—stores, 
studios, and so forth—at the time of the buyout; 


by means of the conversion of the leaseholder enterprise 
into a joint-stock company of the open type in cases in 
which the value of the state (or municipal) property 
stipulated in the contract was over | million rubles at the 
time it was leased. 


Citizens belonging to the labor collective of subdivisions 
of enterprises established by the labor collective of state 
(or municipal) enterprises in trade, the food service 
industry, and consumer services by leasing the property 
of these enterprises will have the right to buy a share of 
the leased property in proportion to its (the subdivi- 
sion’s) share of the total production (or sales) volume of 
goods, works, and services with a discount of 30 percent 
of the value stipulated in the leasing contract on the 
condition that they have formed an association or joint- 
stock company, and this will not require the consent of 
the whole labor collective of the enterprise. The charter 
capital of this association (or joint-stock company) will 
consist of a share of the capital of the leaseholder’s 
combined holdings. The association will be the successor 
in interest to the leaseholder with regard to property 
allocated within the confines of its share of distributed 
property. 


The buyout of state or municipal property according to 
the terms of a leasing contract concluded prior to the 
enactment of the law of the RSFSR “On the Privatiza- 
tion of State and Municipal Enterprises in the RSFSR” 
and not specifying the dates, procedure, amount, and 
terms of the buyout will be accomplished by converting 
the leased enterprise into a joint-stock company of the 
open type by a decision of a general meeting (or confer- 
ence) of the leaseholders and by the acquisition of 
State-owned stock by the leaseholders. 


The association or joint-stock company established by 
the members of the labor collective of a state (or munic- 
ipal) enterprise (or subdivision) by leasing the property 
of this enterprise (or subdivision) and exercising the 
buyout option will have the exclusive right to acquire 
title (or a lease at their request) to the buildings, instal- 
lations, and nonresidential premises they leased or actu- 
ally owned and used during the process of their charter 
activities at a price set according to the procedure 
approved by the Russian Goskomimushchestvo in con- 
junction with the Russian Ministry of Finance. 


Use of personal privatization accounts of enterprise 
workers 


5.12. In 1993 state and municipal enterprises (irrespec- 
tive of the restrictions on their privatization) will use the 
personal privatization accounts of workers opened in 
(992. Funds deposited in the personal privatization 
accounts of workers will be tax-exempt. 


Funds deposited in the personal accounts of workers 
may be used only for purchases of stock in their own 
enterprise and other enterprises slated for privatization 
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and the stock in check investment funds and for the 
acquisition of privatization checks. 


The unused funds in the personal privatization accounts 
of workers, irrespective of the maintenance of their labor 
relations with the given enterprise, will remain at the 
disposal of these individuals. If a worker is dismissed, 
these funds may be transferred to another personal 
privatization account at his request. 


Property righis to the funds in the personal privatization 
account of an enterprise worker may be transferred to 
other ina. ‘1uuals by inheritance or as a gift. 


Protection of the interests of workers of enterprises slated 
for privatization 


5.13. To protect the interests of the workers of enter- 
prises slated for privatization from the time the labor 
collective makes the decision to submit a request for the 
privatization of a state (or municipal) enterprise (or 
subdivision) or from the time the request is submitted by 
another physica! person or legal entity until the buyer 
acquires title or until the completion of the exclusive 
subscription, the following may not be done without the 
consent of the corresponding property management 
committee: 


—the reorganization, liquidation, or structural alteration 
of the enterprise; 


—the revision or suspension of earlier leases on nonres- 
idential premises, buildings, and structures occupied 
by enterprises slated for privatization. 


Changes in the enterprise work force and personnel 
reductions will also be prohibited during this period 
unless they are authorized by the labor collective of the 
enterprise (or subdivision) or an agency representing its 
interests. 


Additional privileges in the privatization of state (or 
municipal) enterprises 


5.14. The following additional privileges will be granted 
during the privatization of state (or municipal) enter- 
prises in 1993: 


—an association created by the workers of an enterprise 
in which the number of disabled workers exceeds 50 
percent of the total work force will have the priority 
right to acquire the enterprise at residual value with 
the payment of up to 80 percent of the amount with 
privatization checks; 


—if the number of disabled workers is under 50 percent 
but over 10 percent of the total number of workers, the 
terms of the sale of the enterprise should include the 
obligation of the buyer to retain the number of jobs for 
disabled workers stipulated in the privatization plan 
and to guarantee them special working conditions: 


—an association formed by at least two-thirds of the 
total work force of a state (or municipal) enterprise in 
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the traditional trades and crafts of the peoples of the 
Far North (on the condition that at least half of the 
members of the association belong to the small ethnic 
communities constituting the native population of the 
region) and folk arts will have the priority right to 
acquire the enterprise at residual value; 


—irrespective of the option chosen for the granting of 
privileges to members of the labor collective during 
the conversion of folk arts enterprises into joint-stock 
companies of the open type, enterprise artists will be 
granted the right to acquire stock at par value in the 
amount of 5 percent of the charter capital exclusively 
for privatization checks over and above the privileges 
extended to the labor collective; 


—during the privatization of mining enterprises in 
regions of the Far North and locations of equivalent 
status, the privileges stipulated in the Program for the 
members of their labor collectives will also be 
extended to the former workers of these enterprises 
who worked for them at least five years and to the 
members of prospecting crews leasing the property of 
these enterprises who have worked in them at least 
five seasons; 


—during the privatization of enterprises located in com- 
munities with fewer than 10,000 inhabitants, all of the 
residents may participate in the exclusive subscription 
to the stock of the enterprise slated for privatization 
with the consent of the labor collective. 


Privatization of the portion (share or stock package) of 
enterprise charter capital categorized as state and (or) 
municipal property 


5.15. The privatizaiion of the portion of enterprise 
charter capital categorized as state and (or) municipal 
property (including enterprises established with foreign 
investors) will be allowed only when this portion was 
formed by incorporating all of the property of the state 
(or municipal) enterprise or a separate subdivision of the 
enterprise in the charter capital of the enterprise. 


In this case the members of the labor collective of the 
enterprise will be eligible for the privileges stipulated in 
subsection 5.4 of the Program if the amount of stock 
transferred without charge or sold to them earlier on 
preferential terms is smaller than the amount of stock 
subject to transfer without charge and sale on preferen- 
tial terms in accordance with the privilege option chosen 
by the collective. The amount of the privileges will be 
determined in relation to the amount of the portion to be 
privatized, representing 100 percent. In cases when part 
of the common stock was transferred without charge to 
members of the labor collective earlier, this stock will be 
converted into preferred stock, and privileges will be 
extended only in accordance with option 1. 


The stock remaining under state and (or) municipal 
ownership after transfers and sales on preferential terms 
to members of the labor collective will be sold in open 
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competitive bidding (at auction or in commercial bid- 
ding sessions) in accordance with existing laws on priva- 
tization. During the privatization of a portion of the 
charter capital of an enterprise established in conjunc- 
tion with foreign investors, the foreign partners will have 
a priority right to acquire this stock at the maximum 
price offered during sales in bidding sessions. If they do 
not wish to exercise this right, the stock will be sold to the 
participant (or participants) in trading sessions offering 
this price. 


Reorganization and demonopolization of enterprises 
during their privatization 


5.16. The establishment of joint-stock companies 
(including holding companies) on the basis of concerns, 
unions, associations, and other groups of enterprises 
including state and (or) municipal enterprises will not be 
permitted, with the exception of cases in which their 
legal-organizational structure is brought into conformity 
with articles 9-12 of the law of the Russian Federation 
“On Enterprises and Entrepreneurship.” 


5.16.1. The establishment of holding companies during 
the conversion of state and municipal enterprises into 
joint-stock companies will be conducted in accordance 
with the “Provisional Statute on Holding Companies 
Established During the Conversion of State Enterprises 
into Joint-Stock Companies,” approved by Ukase No 
1392 of the president of the Russian Federation “On 
Measures To Implement Industrial Policy During the 
Privatization of State Enterprises’ of 16 November 
1992. 


Property management committees and property funds 
on all levels may not include more than 20 percent of the 
stock in any joint-stock company founded during the 
process of the privatization of a state or municipal 
enterprise in the charter capital of the joint-stock com- 
panies (including holding companies) they establish. 


5.16.2. The establishment of enterprises and the contri- 
bution of property to the charter capital (or fund) of 
enterprises (of any legal-organizational structure) by 
associations of state and (or) municipal enterprises with 
a legal-organizational structure not conforming to arti- 
cles 9-12 of the law of the Russian Federation “On 
Enterprises and Entrepreneurship” will not be per- 
mitted. 


The successors in interest to these associations as the 
founders and members (shareholders or stockholders) of 
enterprises established earlier will be the enterprises 
belonging to these associations (if there is documented 
corroboration that the contributions of the latter con- 
sisted of special and other payments by these enterprises) 
or the corresponding property funds (in all other cases). 


The establishment of enterprises and the contribution of 
property to the charter capital (or fund) of enterprises (of 
any legal-organizational structure) by any agency of 
governmental authority, public administration, and 








78 RUSSIA 


local self-government and by state and municipal estab- 
lishments other than property management committees 
and property funds will not be permitted. 


During the privatization process, state and municipal 
enterprises can Only be converted into joint-stock com- 
panies of the open type. Enterprises of other legal- 
Organizational structures established earlier during the 
conversion of state and municipal enterprises (with the 
exception of enterprises purchasing state or municipal 
property in accordance with a leasing contract with a 
buyout option concluded prior to the enactment of the 
law of the RSFSR “On the Privatization of State and 
Municipal Enterprises in the RSFSR” and stipulating 
the dates, amount, procedure, and terms of the buyout) 
will be subject to conversion into joint-stock companies 
of the open type during privatization. The rights of the 
state, as a partner (shareholder or stockholder) in these 
enterprises will be exercised by the appropriate property 
management committees until they have been converted 
into joint-stock companies of the open type. The com- 
mittees must arrange for their conversion before | April 
1993 in accordance with existing legislation and, if 
requests are submitted, carry out the privatization of the 
portion of the capital of these enterprises categorized as 
state and (or) municipal property in accordance with 
subsection 5.15 of the Program. 


5.16.3. The decision to separate structural subdivisions 
from enterprises during the process of their privatization 
and from associations of enterprises during the process 
of bringing their legal-organizational structures into con- 
formity with existing legislation will be made by the 
appropriate property management committees on the 
basis of the decisions of enterprise labor collectives. 


In this case the consent of the labor collective of the 
enterprise from which the subdivision will be separated 
and of the other enterprises belonging to the association 
will not be required. If the separate structural subdivi- 
sions are converted into joint-stock companies of the 
open type, the labor collectives and administrations of 
these subdivisions will be granted all of the privileges 
stipulated in subsection 5.4 of the Program. 


The decision to separate a subdivision may necessitate 
compliance with one or several requirements of the 
anti-monopoly legislation of the Russian Federation: 


—the possibility of the organizational and (or) territorial 
segregation of the separate subdivision; 


—the absence of close technological interaction by the 
separate subdivision with other subdivisions of the 
enterprise in which its transactions with the latter 
would exceed 30 percent of its gross volume of prod- 
ucts (or works or services); 


—the delineation of the spheres of activity of the sepa- 
rate subdivision and other subdivisions of the enter- 
prise within the confines of strict specialization in a 
specific product. 
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The separate structural subdivisions with a complete 
cycle of production (or works or services) and a separate 
balance sheet may be privatized as autonomous enter- 
prises by a decision of their labor collectives. 


Disputes between state enterprises (or associations of 
enterprises) and their subdivisions whose collectives 
decided to convert them into autonomous enterprises 
during the privatization process will be resolved 
(depending on the sectorial affiliations of the enter- 
prises) by standing commissions consisting of equal 
numbers of members appointed by the Russian Gosko- 
mimushchestvo, the State Committee of the Russian 
Federation for Anti-Monopoly Policy, and their territo- 
rial agencies. 


The rules of commission activity will be approved jointly 
by these state committees. 


During the deliberation of these disputes, the interests of 
the labor collectives will be represented by individuals 
authorized by their general meetings. 


The decisions of the territorial commissions may be 
appealed to a standing commission created by the Gos- 
komimushchestvo and State Committee for Anti- 
Monopoly Policy of the Russian Federation, and its 
decision on each specific case wiil be final. 


5.16.4. During the conversion of enterprises with a 
dominant position in the federal or local market and 
listed in the state directory of monopolistic enterprises 
into joint-stock companies without preliminary division 
(for the purpose of creating competing economic enti- 
ties), privileges will be extended to the members of the 
labor collective only in accordance with the first option 
in subsection 5.4 of this Program. 


The remaining stock categorized as state and (or) munic- 
ipal property after transfers and sales on preferential 
terms to members of the labor collective will be distrib- 
uted in the following manner: 


—in the case of enterprises processing agricultural prod- 
ucts, fish, and sea food and engaged in the mainte- 
nance of agricultural equipment and the material and 
technical supply of agricultural production (their dom- 
inant position stems from the distinctive features of 
specialization and territorial distribution), the stock 
will be distributed by exclusive subscription among 
the producers of these products in accordance with 
Decree No 708 of the Government of the Russian 
Federation of 4 September 1992; 


—in the case of other monopolistic enterprises, 100 
percent of the stock will be sold exclusively at check 
auctions. 


In cases of preliminary division, sales of stock by exclu- 
sive subscription will be conducted only according to the 
second option in subsection 5.4 of this Program with a 
coefficient of 1.0. 
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5.17. Privatization of state property abroad 


The disposal of the state property of the Russian Feder- 
ation abroad will be conducted exclusively by the Rus- 
sian Goskomimushchestvo on the recommendations of 
ihe appropriate ministry. 


The decision to sell, exchange, lease, or negotiate the 
transfer of ttle to state property of the Russian Federa- 
t1on within the territory of the independent states that 
once belonged to the USSR will be made by the Russian 
Goskomimushchestvo, and the decision on other prop- 
erty abroad will be made by the Government of the 
Russian Federation in accordance with the interstate 
and intergovernmental agreements and other interna- 
tional commitments of the Russian Federation. 


lhe privatization (or sale) of state property of the Russian 
Federation located within the territory of the independent 
states that once belonged to the USSR will be carried out in 
accordance with legislation of the Russian Federation fol- 
lowing the qualification of property mghts in intergovern- 
mental and interstate agreements. 


The special terms of the privatization of state property of 
the Russian Federation abroad and of the enterprises 
and establishments managing them, including proce- 
dures for the submission and wording of requests, the 
creation of privatization commissions, the standards 
governing the distribution of proceeds from privatiza- 
tion, and the imposition of prohibitions on privatiza- 
tion, will be regulated by a special statute approved by an 
ukase of the president of the Russian Federation. 


[he privatization of state property abroad will be con- 
ducted on the basis of a list of all the objects and a sale 
schedule approved by the Government of the Russian 
Federation 


5.18. Sectorial features of privatization of state enterpris s 


>. 18.1. The privatization and conversion of state enter- 
prises and production and scientific-production associa- 
tions into joint-stock companies will be regulated by 


ukases of the president of the Russian Federation: 


—ussian Federation presidential ukases No 922 of |4 
August 1992 and No 1334 of 5 November 1992 in the 
case of the fuel and energy complex: 


Russian Federation Presidential Ukase No 923 of 15 
.ugust 1992 in the case of the electrical power engi- 
neering complex; 


—ussian Federation Presidential Ukase No 1333 of 5 
November 1992 in the case of the gas industry; 


Federation Presidential Ukase No 1403 of 17 
1992 in the case of the oil and petroleum 
efining industry and petroleum product supply: 


af 
“UsSiat! 


November 


~Russian Federation Presidential Ukase No 826 of 7 
.ugust 14992 in the case cf the operations of the 
rederal Contract System; 
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—Russian Federation Presidential Ukase No 954 of 26 
August 1992 in the case of rail transport. 


5.18.2. The creation of all-Russian integrated structures 
of a monopolistic nature (holding companies and enter- 
prises managing the stock of new joint-stock companies) 
will be allowed exclusively in the fuel and energy com- 
plex in the following cases: 


—the Gazprom RAO (Russian Federation Presidential 
Ukase No 1333 of 5 November 1992); 


—the EEC Russia RAO (Russian Federation presiden- 
tial ukases No 922 of 14 August 1992 and No 1334 of 
5 November 1992); 


—the Transneft and Transnefteprodukt joint-stock com- 
panies and the Rossiyskaya Neft state enterprise (Rus- 
sian Federation Presidential Ukase No 1403 of 17 
November 1992). 


The creation of a competitive market and the protection 
of consumer interests in 1993 will presuppose the fol- 
lowing structural reorganization in addition to changes 
in the mechanism of state price controls on energy and 
sources of energy 


—in the case of the Transneft and Transnefteprodukt 
joint-stock companies: the sale of 49 percent of the 
stock 1n joint-stock companies in which the control- 
ling stock belongs to the Transneft and Transnefte- 
produkt joint-stock companies in 1993; 


—in the case of the Rossiyskaya Neft state enterprise: the 
establishment of independent joint-stock o1] compa- 
nies for the extraction and refining of oil and for the 
sale of oil and petroleum products by consolidating 
the packages of stock transferred temporarily to the 
control of the enterprise and the issuance of an equiv- 
alent quantity of stock in the companies with tts 

The nronortional influence of each 

company in the Russian market should not exceed 25 


subsequent sale 


On the basis of the recommendations of the State Com- 
mittee for Anti-Monopoly Policy and the Support of 
New Economic Structures, the Russian Goskomimush- 
chestvo will draw up a program for the demonopoliza- 
tion and privatization of the Gazprom and EEC Russia 
joint-stock companies in conjunction with the Ministry 
of Fuel and Energy. 


After the reorganization has been completed, the inte- 
grated structures should retain control only of the sys- 
tems constituting a natural monopoly (in the pipeline 
transport of gas. o1!, and petroleum products). 


5.18 3. The privatization of enterprises engaged in the 
primary processing of agricultura! products, fish, and sea 
food and enterprises engaged in the maintenance of 
agricultural equipmen! and the material and technica! o! 
the agroindustria! complex will be carried Out in accor 
dance with Decree No 708 of the Government of the 
Russian Federation of 4 September 1992 
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5.18.4. The privatization of released military property 
will be carried out in accordance with a program drawn 
up by the Russian Goskomimushchestvo in conjunction 
with the Ministry of Defense of the Russian Federation 
and the State Committee of the Russian Federation on 
Industrial Policy. 


5.18.5. During the conversion of newspaper and journal 
enterprises into joint-stock companies of the open type, 
journalists and other members of the staff of periodicals 
printed at these enterprises will be included among the 
individuals eligible for the privileges extended to 
workers of enterprises slated for privatization. 


5.18.6. In 1993, 5 percent of the common voting stock in 
any oil, petroleum refining, and oil transport joint-stock 
company will be sold at check auctions with a limited 
number of bidders (only citizens of the Russian Federa- 
tion residing permanently in regions of the Far North 
and territories of equivalent status and the members of 
the labor collectives of enterprises in the oil complex that 
are not slated for privatization). 


5.18.7. In 1993 up to 10 percent of the stock in trans- 
portation and highway joint-stock companies will be 
sold at check auctions with a limited number of bidders 
(only the workers of enterprises and organizations with 
long-standing production and technological ties with the 
new joint-stock companies and not slated for privatiza- 
tion). 


5.18.8. The privatization of facilities in the scientific and 
technical sphere will be carried out in accordance with a 
program drawn up by the Russian Goskomimushchestvo 
in conjunction with the Ministry of Science, Higher 
Education, and Technical Policy. 


5.18.9. The privatization of facilities and enterprises in 
“communications” (other than the facilities and enter- 
prises of the Rospechat retail network) will be carried out 
in accordance with a decree of the Government of the 
Russian Federation. 


6. Terms of Crediting Privatization in 1993 


Commercial banks of the Russian Federation and for- 
eign banks may credit privatization projects in accor- 
dance with existing legislation. 


The Central Bank of the Russian Federation will not 
extend credit for these purposes. 


Local privatization programs may provide for the allo- 
cation of credit resources for these purposes from the 
funds at the disposal of the corresponding soviets of 
people’s deputies. 


The Government of the Russian Federation will secure 
preferential credits from international financial organi- 
zations (or banks) to support the privatization process in 
Russia on behalf of the Russian Federation. 
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7. Use of Privatization Checks 


The exercise of the mechanism of privatization without 
charge through the use of privatization checks will be one 
of the main guidelines of the State Privatization Program 
in 1993, 


7.1. In 1993 citizens of Russia and other individuals 
eligible to receive privatization checks will use the 1992 
issue of privatization checks with a face value of 10,000 
rubles for the acquisition of objects of privatization. 


In all, 152 million privatization checks of the 1992 series 
will be distributed. 


The period for the issuance of privatization checks has 
been extended to | March 1993 in the republics of the 
Central Caucasus and in the Far North and regions of 
equivalent status and in the case of individuals on long 
overseas assignments and cruises. 


7.2. In 1993 privatization checks will be used for the 
privatization (or acquisition) of the following objects by 
buyers: 


—enterprises, their subdivisions, property, stock in 
joint-stock companies and shares of the charter capital 
of enterprises, military property, the state property of 
republics belonging to the Russian Federation, krays, 
oblasts, the autonomous oblast, autonomous okrugs, 
and the cities of Moscow and St. Petersburg, and 
municipal property: 


—parcels of land according to the procedure stipulated 
in Russian Federation presidential ukases No 631 of 
14 June 1992 and No 1228 of 14 October 1992; 


—stock in check investment funds: 


—stock in nongovernmental pension funds and the 
check investment funds for social protection; 


—buyout payments tor leasing contracts with a buyout 
option. 


In 1993 the privatization of nonresidential premises, 
buildings, and structures (including additions leased by 
privatized enterprises) with privatization checks will be 
permitted. 


The size of payments to be made in the form of privati- 
zation checks will be established in ukases of the presi- 
dent of the Russian Federation. 


7.3. The amount (or portion) of compulsory payments in 
privatization checks in 1993 during sales of stock in 
enterprises slated for privatization, including enterprises 
converted from leased entities, will be determined 
according to the following procedure: 


—for joint-stock companies established during the 
privatization process by means of the conversion of 
state enterprises belonging to the Russian Federation. 
krays, oblasts, the autonomous oblast, autonomous 
okrugs, and the cities of Moscow and St. Petersburg. 
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the total number of stock certificates will represent 80 
percent of the total amount of common stock and 
preferred stock of type “B”’; 


—for joint-stock companies established during the 
privatization process by means of the conversion of 
state enterprises owned by the republics belonging to 
the Russian Federation, the total number of stock 
certificates will constitute 35 percent of the common 
stock and preferred stock of type “B.”’ By a decision of 
the supreme soviets of people’s deputies of the repub- 
lics belonging to the Russian Federation, the total 
number of stock certificates subject to sale for priva- 
tization checks may be increased to 80 percent of the 
total common stock and preferred stock of type “B”’; 


—for joint-stock companies established by means of the 
conversion of municipal enterprises during the pro- 
cess of privatization, the number of stock certificates 
will constitute 45 percent of the total common stock 
and preferred stock of type “B.”’ By a decision of the 
appropriate soviets of people’s deputies, the total 
number of stock certificates subject to sale for priva- 
tization checks may be increased to 90 percent of the 
common and preferred stock of type “B.” 


7.4. During the sale of objects of privatization as single 
property complexes and of the property or assets of 
liquidated enterprises or enterprises slated for liquida- 
tion in competitive bidding sessions, at auction, and in 
investment bidding and during buyouts of leased prop- 
erty in 1993, payments in privatization checks will be 
made according to the following procedure: 


—during the sale of objects of privatization owned by 
the Russian Federation, krays, oblasts, the autono- 
mous oblast, autonomous okrugs, and the cities of 
Moscow and St. Petersburg, buyers will use privatiza- 
tion checks to cover 80 percent of the sale price of 
these objects; 


—during the privatization of objects owned by republics 
belonging to the Russian Federation, buyers will use 
privatization checks to cover 35 percent of the sale 
price of these objects. By a decision of the supreme 
soviets of people’s deputies of the republics belonging 
to the Russian Federation, the portion to be covered 
by privatization checks may be increased to 80 percent 
of the sale price of these objects; 


—during the privatization of municipal property, the 
buyer will have to use privatization checks to cover 45 
percent of the sale price. By a decision of the corre- 
sponding soviets of people’s deputies, the portion to 
be covered by privatization checks may be increased 
to 90 percent of the sale price; 


—during the sale of military property, privatization 
checks must be used to cover 35 percent of the price. 
The amount to be covered by privatization checks 
may be changed by ukases of the president of the 
Russian Federation with a view to sectorial and 
regional features of privatization. 
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7.5. To secure the conditions for the use of privatization 
checks by citizens of Russia, the Government of the 
Russian Federation will do the following: 


—prepare and publish a directory of enterprises slated 
for conversion into joint-stock companies: 


—arrange for the necessary land management projects 
and institute a single system for the registration of 
parcels of land and the objects located on them (a 
system of real estate registration). 


7.6. The creation of systems other than the privatization 
check system for the transfer of state and municipal 
property without charge to citizens of the Russian Fed- 
eration in republics, krays, oblasts, the autonomous 
oblast, autonomous okrugs, the cities of Moscow and St. 
Petersburg, and in rayons and cities will not be per- 
mitted. 


7.8. [as published] The refusal to accept privatization 
checks in payment during the privatization process will 
be prohibited. 


7.9. The Government of the Russian Federation will 
support the exchange value of the privatization check by 
securing an adequate supply of property slated for priva- 
tization. 


The state will guarantee the owner of the privatization 
check the right to use the privatization check to acquire 
objects of privatization in accordance with legislation of 
the Russian Federation. 


7.10. Privatization checks may be circulated in cash and 
non-cash forms. 


To secure the issuance, circulation, and safekeeping of 
stock in privatized enterprises and privatization checks 
in non-cash form (in the form of entries in accounts), as 
well as the acceptance and processing of payment autho- 
rizations from their owners for the acquisition of objects 
of privatization, the owners of privatization checks in 
the republics belonging to the Russian Federation 
oblasts, and krays will institute depositaries with the aid 
of investment institutions (including commercial banks) 
and property management committee. 


The procedures for the institution and operation of 
depositaries will be approved by the Central Bank of the 
Russian Federation, the Russian Goskomimushchestvo, 
the Russian Federal Property Fund, and the Russian 
Ministry of Finance. 


7.11. To guarantee the authenticity of privatization 
checks used in payment for objects of privatization and 
stock in check investment funds, the Russian Goskom: 
mushchestvo will have a centralized data bank on the 
privatization checks issued to the population and on 
their use. The seller of an object of privatization or 
depositary will send information about the checks used 
in payment, including their numbers and series. to this 
central data bank for the entry of data on the use of the 
checks and the receipt of confirmation of this fact from 
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the corresponding seller of the object of privatization or 
depositary. If the centralized data bank indicates that the 
privatization check with this number has already been 
used, this information will be used to the seller or 
depositary, who will be obligated to remove the check 
from circulation and send the appropriate report to the 
territorial agency of internal affairs for an investigation 
of the possible forgery of a privatization check. The seller 
and the agency accepting and disposing of privatization 
checks must verify their authenticity. 


7.12. Operations involving the purchase and sale of 
privatization checks and the acquisition of securities 
with these checks, including stock in check investment 
funds and stock in enterprises slated for privatization, 
will be tax-exempt. The value of the privatization check 
issued to individuals eligible to receive them in accor- 
dance with existing legislation will not be included in the 
taxable income of citizens and will not require the 
collection of income tax from physical persons. 


The income earned by physical persons in the form of 
the difference between the value of stock in check 
investment funds at the time of issue and the value of the 
stock at the time of sale at a higher price will be included 
in the gross income of physical persons and will be taxed 
at a preferential rate of 12 percent. 


Legal entities owning shares of stock in check investment 
funds will be exempt from the payment of tax on the 
dividends on stock in these funds. 


The tax rate for the profits of check investment funds for 
social protection will be set at 15 percent. 


Check investment funds will be exempt from the pay- 
ment of taxes on operations with securities in the case of 
the tax to be paid during the registration of the securities 
of check investment funds. 


Participants in stock transactions ifvoiving shates 
issued by check investment funds for privatization 
checks and money will be exempt from the tax on 
operations with securities. 


Check investment funds will be exempt from property 
taxes. 


7.13. The Government of the Russian Federation and 
local administrations will secure the financing of the 
preparation and publication of information on privati- 
zation in each region and the bulletins of property funds 
with the compulsory publication of schedules for the sale 
of objects, including check auctions, the enterprise priva- 
tization plans, a list of enterprises slated for privatiza- 
tion, and the procedural and standard documents per- 
taining to the privatization process. 


7.14. To prevent the misuse of all types of investment 
funds. the borrowing and lending of privatization 
checks, the acceptance and use of privatization checks as 
collateral, and the use of privatization checks in other 
operations not envisaged by law will be prohibited. 
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8. Development of Stock Market 


8.1. To secure a single informational zone, an all- 
Russian stock telecommunications system will be cre- 
ated to expedite operations by legal entities and physical 
persons in the securities market. 


The fundamentals of its establishment will be drawn up 
by the Russian Goskomimushchestvo in conjunction 
with the Ministry of Communications of the Russian 
Federation, with the aid of the Ministry of Finance of the 
Russian Federation, the Central Bank of the Russian 
Federation, the Russian Federal Property Fund, and the 
Federal Agency for Governmental Communications 
before | February 1993, and the Government of the 
Russian Federation will be responsible for drawing up a 
program for the establishment of the Russian stock 
telecommunications system. 


8.2. To simplify the process of the circulation of priva- 
tization checks in non-cash forms, the system for the 
non-cash circulation of privatization checks (including a 
network of depositaries) will be established. 


8.3. Local property funds will be responsible for the 
collection of privatization checks; the Russian Goskomi- 
mushchestvo, the Central Bank of Russia, the Russian 
Ministry of Finance, and the Russian Federal Property 
Fund will secure the necessary conditions for their 
circulation; and the Commission on Securities and Stock 
Exchanges of the President of the Russian Federation 
will be responsible for the clearing and disposal of 
privatization checks. 


Regional state property management committees and 
property funds will arrange for the publication of plans 
and schedules for the sale of stock in joint-stock compa- 
nies up to | April 1993. 


In the event of regular failures to comply with the 
schedule for check auctions, the chairmen of property 
funds and property management committees will be 
relieved of their duties. 


8.4. Agencies of governmental control and local admin- 
istrat}ons will provide maximum assistance in the cre- 
ation and functioning of specialized privatization invest- 
ment funds consisting of the privatization checks of 
citizens with special allocations of the necessary pre- 
mises, the encouragement of the development of 
auditing firms and depositaries, informational guaran- 
tees, and the training of specialists for investment funds. 


8.5. The use of all types of state and municipal resources 
and property for the creation of all types of investment 
funds (or investment companies) will not be permitted 
unless legislation of the Russian Federation stipulates 
otherwise. 


8.6. Investment funds of all types will not be em’ 
to exchange their stock issues for the stock in }: 
companies established during the privatization 
and owned by property funds 
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8.7. At least 70 percent of the profits of check investment 
funds in the form of dividends on stock owned by the 
funds must be used to pay dividends to the stockholders 
of the check investment funds. 


8.8. Legal entities and physical persons conducting 
investment operations according to the established pro- 
cedures for investment funds must bring their articles of 
incorporation into conformity with the laws of the 
Russian Federation on the creation and functioning of 
investment funds. 


8.9. The development of the securities market will neces- 
sitate the following: 


banks (if the portion of state or municipal capital in 
them is under 25 percent) may buy the securities of 
enterprises slated for privatization and investment funds 
on general grounds with money or with the privatization 
checks they have purchased; 


banks may accept privatization checks and the securities 
of enterprises slated for privatization and investment 
funds from citizens and legal entities for safekeeping. 


8.10. The Russian Federal Property Fund and local 
property funds must secure the sale of all packages of 
stock transferred to them in accordance with approved 
privatization plans. 


If the privatization plan does not set a deadline for the 
sale of the package of enterprise stock at the disposal of 
the corresponding property fund, the stock must be sold 
before | June 1993. 


9. Use of Foreign Investments 


9.1. Foreign investments may be used in the privatiza- 
tion of state (or municipal) enterprises on the following 
conditions: 


—foreign investors may bid at auctions (including check 
auctions) and in competitive bidding and investment 
trading sessions and buy privatization checks for use 
as a means of payment in the privatization process. In 
transactions with foreign investors, the seller of state 
and municipal property will be the corresponding 
property fund (or property management committee); 


— if the foreign investor is the only bidder in an auction, 
competitive bidding, or investment trading session, 
the sale of the enterprise to him will be permitted. In 
this case the corresponding property fund will conduct 
a special appraisal of the property of the enterprise 
according to the methods approved by the Russian 
Goskomimushchestvo; 


—participation by foreign investors in the privatization 
of facilities and enterprises in trade, the food service 
industry, and consumer services and small enterprises 
(with an average staff of under 200 or a book value of 
under | million rubles as of | January 1992) in 
industry, construction, and motor transport will be 
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allowed only by a decision of the local soviet of 
people’s deputies or an agency representing its inter- 
ests; 


—the decision to allow foreign investors to participate in 
the privatization of facilities and enterprises in the 
defense industry, the fuel and energy complex, the 
extraction and processing of ores, precious and semi- 
precious stones, precious metals, and radioactive and 
rare-earth elements, and transportation and commu- 
nications (other than those listed in section 2.1 of the 
Program), as well as enterprises producing weapons 
(other than nuclear), will be made by the Government 
of the Russian Federation or the governments of 
republics belonging to the Russian Federation 
(depending on the type of state ownership) at the same 
time that the decision is made on the permissibility of 
privatizing these facilities and enterprises. 


The funds of foreign investors may not be used in the 
privatization of state and municipal enterprises located 
within the confines of a restricted territorial entity. 


No other restrictions will be imposed on participation by 
foreign investors in privatization. 


9.2. A special procedure for obtaining authorization 
from the Russian State Committee for Cooperation will 
be established for foreign investors from the countries of 
the former USSR. 


9.3. Mutual settlements with foreign investors in these 
transactions will be conducted in the currency of the 
Russian Federation from special accounts opened in 
banks in accordance with legislation of the Russian 
Federation. 


The use of the ruble assets of foreign investors and 
enterprises with foreign investments in the privatization 
process will be accomplished according to the procedure 
stipulated in laws of the Russian Federation. 


The formation of joint ventures will necessitate a special 
appraisal of the property, using the method approved by 
the Russian Goskomimushchestvo. 


9.4. Foreign physical persons not registered as busi- 
nessmen in their country of origin will be considered 
foreign investors by virtue of their participation in 
privatization. 


10. Protection of the Interests of Enterprises Slated for 
Privatization and Their Labor Collectives 


The following will be done to prevent discrimination 
against enterprises slated for privatization and to sup- 
port the process of privatization: 


10.1. Privatized enterprises working on comprehensive 
federal programs will be extended the preferential terms 
of special state credits: 


—for the augmentation of working capital; 


—for investment needs: 
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—for military production conversion programs; 
—for enterprises in the agroindustrial complex; 


—for other needs defined by the Government of the 
Russian Federation, including the subsidization of 
imports financed by centralized foreign currency 
resources. 


10.2. No restrictions will be imposed on privatized 
enterprises during the allocation of budget funds from 
the federal budget of the Russian Federation for the 
financing of centralized capital investments and the 
receipt of funds from statewide budgetary funds and the 
centralized extrabudgetary investment funds of minis- 
tries and departments. 


10.3. In the event of discrimination by ministries and 
departments in enlisting the services of privatized enter- 
prises to work on comprehensive special federal pro- 
grams, in the extension of preferential special state 
credits, in the allocation of special budget appropriations 
and other resources from statewide extrabudgetary funds 
and extrabudgetary centralized investment funds, and in 
the institution of other statewide measures, the heads of 
these ministries and departments will be subject to 
disciplinary action and financial penalties in accordance 
with existing legislation of the Russian Federation. 


10.4. Enterprises which fulfill privatization plans in their 
entirety and on schedule will have priority rights to 
credits for production development needs. 


10.5. Subsidies and preferential credits will be offered 
only to enterprises completing the stock issue and priva- 
tization assignments in this Program. 


The Government of the Russian Federation will secure 
the priority extension of credits and subventions to these 
enterprises. 


11. Procedures of Interaction by State Privatization 
Agencies With Each Other and With Other Governing 
Bodies and Budgets on All Levels 


11.1. The sellers of state (or municipal) enterprises and 
other types of state (or municipal) property will be the 
corresponding property funds. 


The standing committees and commissions of the corre- 
sponding soviets of people’s deputies will be responsible 
for overseeing the completion and verifying the legality 
of privatization transactions. 


In regions where property funds (branches of the Russian 
Federal Property Fund) have not been established, all of 
their functions will be performed temporarily by the 
corresponding property management committees on the 
orders of the corresponding soviets of people’s deputies 
(or the Russian Federal Property Fund). 
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11.2. As soon as the decision to privatize an enterprise 
has been made, the powers delegated by the corre- 
sponding property management committee to a min- 
istry, department, or local administrative body will be 
terminated. 


11.3. Ministries and departments of the Russian Feder- 
ation will draw up recommendations concerning the 
features of branch enterprises to be considered during 
privatization and the exercise of ownership rights with 
the help of the State Committee of the Russian Federa- 
tion on Anti-Monopoly Policy and the Support of New 
Economie Structures and will submit them to the Rus- 
sian Goskomimushchestvo and the Russian Federal 
Property Fund. 


11.4. Property funds (or property management commit- 
tees) on different levels may contract the services of 
representatives of the appropriate ministries and depart- 
ments of the Russian Federation and the officials of 
enterprise administrations to exercise their ownership 
rights at meetings of the stockholders of joint-stock 
companies with state-owned packages of stock. 


11.5. The basic guidelines, forms, and methods of coop- 
eration between the Russian Goskomimushchestvo and 
the Russian Property Fund in carrying out the State 
Privatization Program will be defined in accordance 
with the functions and powers granted to the parties by 
legislation of the Russian Federation and in accordance 
with their mutual responsibility for the privatization of 
state property, regulated by the agreement of 28 October 
1992 between the Russian Goskomimushchestvo and 
the Russian Federal Property Fund. 


12. Creation of Special Financial Funds With Proceeds 
from Privatization 


12.1. The proceeds from privatization will consist of all 
of the monetary receipts from the sale of objects of 
privatization and other payments made curing the priva- 
tization process (including registration fees, deposits, 
and so forth). 


The income from commercial enterprises established by 
property management committees (or property funds), 
the dividends on state-owned stock, and the lease pay- 
ments collected by property management committees 
will not be included in the proceeds from privatization 
and will be deposited 1n the appropriate budget after the 
cost of banking operations has been deducted. 


12.2. Proceeds from privatization distributed to the 
corresponding soviets of people's deputies in accordance 
with the standards stipulated in this Program will be 
used for the maintenance of sociocultural and consumer 
facilities, including the maintenance of sociocultural and 
consumer facilities not included among the assets of the 
joint-stock company and transferred to the jurisdiction 
of local soviets during the privatization process. 
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The procedure for spending the funds allocated for these 
purposes will be decided by the corresponding soviets of 
people’s deputies. 


12.3. Part of the proceeds from the privatization of 
federal property under the operational management of 
the Ministry of Security of the Russian Federation, the 
Ministry of Defense of the Russian Federation, the 
Ministry of Internal Affairs of the Russian Federation, 
the Federal Agency for Governmental Communications 
and Information of the President of the Russian Feder- 
ation, and other ministries and departments with mili- 
tary units will be used to create a federal fund for the 
social protection of servicemen. 


13. Local Privatization Program Requirements 


13.1. Local privatization programs will be drawn up by 
the property management committees of republics 
belonging to the Russian Federation, the autonomous 
oblast, autonomous okrugs, krays, oblasts, cities (other 
than cities of rayon jurisdiction), and rayons (other than 
municipal rayons) and will be approved by the corre- 
sponding soviets of people’s deputies, which will be 
empowered to set privatization assignments for gov- 
erning and administrative bodies on lower levels (or 
agencies of local self-government) in accordance with the 
Program. 


13.2. Local privatization programs must be drawn up in 
accordance with the requirements of this Program and 
approved no later than a month after its publication. 
After this local programs should be published in the 
press organs of the corresponding soviets of people’s 
deputies and submitted to the Russian Goskomimush- 
chestvo. 


13.3. Local privatization programs will be approved for 


~_ sAe ant mice ant tha Fallauinna ntiol «a mre 
One year anG MuUSi Meet ine OuOWiINg essentia: require 


ments: 


a) they must not contradict this Program or impose 
additional restrictions on the privatization of facilities 
and enterprises; 


b) they must secure the complete fulfillment of all 
requirements and assignments stipulated in this Pro- 
gram; 


c) they must include: 


—a list of enterprises on different levels of ownership 
and in different sectors slated for privatization in 1993 
in accordance with the approximate indicators set by 
the State Privatization Program, stating the names of 
the enterprises, the book value of fixed capital as of | 
January 1992, the average number of workers, and the 
dates for the privatization of these facilities, including 
the dates of check auctions; 


—proposals on the privatization of the property of 
public organizations to be privatized in accordance 
with a special statute; 
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—proposals on the privatization of objects to be priva- 
tized only with the consent of the Government and the 
Goskomimushchestvo of the Russian Federation; 


—recommended and fundamental conditions of privati- 
zation for objects (or groups of objects) of state own- 
ership in different sectors; 


—a list of suspended projects and unfinished construc- 
tion projects, categorized as state property, for which 
the standard construction terms have expired and 
which are slated for privatization, with the stipulation 
of privatization deadlines; 


—assignments for local governing and administrative 
bodies in the privatization of municipal property, 
broken down by sectors in accordance with the 
approximate indicators in the State Privatization Pro- 
gram; 


—a projected schedule of check auctions for all enter- 
prises slated for stock issues; 


—measures to supply citizens with privatization checks 
and to organize the sale of state and municipal prop- 
erty for the checks; 


—measures to demonopolize objects of privatization: 


—projected proceeds, including proceeds in the form of 
privatization checks; 


—measures for the social protection of workers released 
from enterprises slated for privatization; 


—plans for the establishment of holding companies with 
their compulsory approval by the Russian Anti- 
Monopoly Committee and Goskomimushchestvo 


13.4. The tormat and dates of reports on the fulfilment 
of assignments set in the Program will be decided by the 
Russian Goskomimushchestvo in conjunction with the 
Russian Federal Property Fund, with the help of the 
State Committee of the Russian Federation for Statis- 
LiCS. 


13.5. The chairmen of loca! soviets of people’s deputies 
and property funds, the heads of administrations, and 
the chairmen of local property management committees 
will be responsible for the fulfillment of local privatiza- 
tion programs. 


13.5. The Russian Goskomimushchestvo will be respon- 
sible for overseeing the fulfillment of local privatization 
programs. 


14. Measures lo Stimulate the Fulfillment of the State 
Privatization Program of the Russian Federation 


The following will be done to provide regions. cnter- 


prises, and agencies carrying out privatization with 
incentives to fulfill this Program 


' 7 
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14.1. Enterprises fulfilling the privatization plan in its 
entirety and on schedule will be granted priority rights to 
all types of state assistance and privileges. 


14.2. Regions completing the assignments (approximate 
indicators) of this Program in their entirety and on 
schedule will have the right to request the Government 
of the Russian Federation and the Supreme Soviet of the 
Russian Federation for preferential credits and financial 
resources. 


The Government of the Russian Federation will exclude 
regions, wholly or partially, from statewide programs if 
they do not fulfill the requirements of Russian laws on 
privatization, including regions not accepting privatiza- 
tion checks, will not extend financial assistance and 
privileges to these regions, and will confiscate property 
transferred to the oblast or republic if it is not privatized 
or if the requirements of Russian laws on privatization 
are not fulfilled with regard to this property. 


14.3. The Russian Goskomimushchestvo and the Rus- 
sian Federal Property Fund will award bonuses from the 
proceeds from privatization (in the amount of at least 10 
percent of all the funds remaining at their disposal) to 
the heads of local committees and property funds 
achieving the best results in the fulfillment of the assign- 
ments of this Program without any salary limits. 


Incentives for sale of stock for privatization checks 


14.4. Republics belonging to the Russian Federation and 
soviets of people’s deputies increasing the proportional 
amount of shares (or amount of property), categorized as 
republic or municipal property, to be sold for privatiza- 
tion checks in relation to the minimum figures stipulated 
in this Program will have priority rights to financial 
assistance and preferential credits from federal govern- 
ment agencies. 


15. Regional Features of Privatization 


15.1. Local state property management committees will 
be allowed to draw up their own standard documents 
with the consent of the Russian Goskomimushchestvo in 
the absence of sample or standard documents drawn up 
by the Russian Goskomimushchestvo on the condition 
of the observance of the procedures and deadlines for 
privatization. 


These documents may not contradict the privatization 
laws of the Russian Federation, including changes in 
privatization methods or the addition of other methods, 
and may not stipulate procedures for the coordination, 
acceptance, or approval of documents or other proce- 
dures not envisaged by laws of the Russian Federation 
governing the procedure for the processing of privatiza- 
tion documents by state governing and administrative 
bodies, the list of which, as stipulated by laws of the 
Russian Federation on privatization, wil! be considered 
exhaustive. ° 
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15.2. A simplified procedure for the categorization of 
state property on different levels for informational pur- 
poses, approved by the Government of the Russian 
Federation, will be instituted on | March 1993. 


Conference committees will be set up to resolve disputes 
over the categorization of specific objects as various 
types of state property, and the procedures of their work 
will be defined. 


15.3. Pursuant to the requirements of the Federation 
Treaty regarding joint jurisdiction over the delineation 
of property, the Government of the Russian Federation 
will prepare a draft decree of the Supreme Soviet of the 
Russian Federation to define the method and procedures 
of resolving disputes over the delineation of property 
among parties to the federation and federal governing 
and administrative bodies. 


15.4. In accordance with Decree No 3020/1 of the 
Supreme Soviet of People’s Deputies of the Russian 
Federation of 27 December 1991, the Government of 
the Russian Federation will define the procedure for 
confiscating property transferred to an oblast or republic 
if it 1s not privatized or if the requirements of Russian 
laws On privatization are not observed with regard to this 
property. 


15.5. Local privatization agencies will conduct 90 test 
regional privatization projects (at least one in each 
region) before | March 1993 to determine the regional 
features of privatization. 


These regional privatization projects will be approved by 
the Russian Goskomimushchestvo on the recommenda- 
tions of territorial property management committees. 


The Russian Goskomimushchestvo will decide and 
approve the principles governing the consideration of 
regional features in the privatization of state and munic- 
ipai enterprises betore | May 1993. 


15.6. The decisions of regions to conduct the stepped-up 
privatization of facilities and enterprises (other than 
those listed in section 2.1 of the Program) will be 
essential conditions for the corresponding decisions of 
the Government of the Russian Federation. This will not 
apply to enterprises where state (or municipal) owner- 
ship of the controlling stock has been retained by a 
special decision of the president of the Russian Federa- 
tion. 


15.7. Regions may form coordinating councils on a 
voluntary basis, made up of members of the corre- 
sponding property management committees and prop: 
erty funds, to manage the privatization process. 


These councils will settle all procedural questions per- 
taining to the interaction of territorial state property 
management committees and property funds, focusing 
special attention on the procedure for preparing privati- 
zation documents and processing them in the commit- 
tees and funds. 
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These councils will be set up as public organizations. 
Their decisions on procedural questions of privatization 
will be binding for the corresponding property funds and 
committees. 


15.8. Regions will be advised to accept competitive bids 
from commercial structures for the right to conduct 
competitive bidding sessions, invesiment trading ses- 
sions, and check auctions. 


15.9. For the fuller consideration of local features, 
amendments and additions to the second section of the 
privatization plan, with the observance of the require- 
ments of privatization laws of the Russian Federation 
and legislative instruments approved by the Russian 
Goskomimushchestvo, may be introduced by order of 
the corresponding property management committees. In 
this case the committee order will be an integral part of 
the corresponding privatization plan and will be binding 
for all governing and administrative bodies. 


16. Public Explanatory and Promotional Work 


The organization of sound and constant work with the 
population to explain and promote the opportunities for 
participation by citizens in the privatization process will 
be an essential condition for the success of privatization 
at a time of mass “public privatization” for privatization 
checks. 


16.1. The explanatory and promotion work will include 
a group of measures to be conducted and financed on the 
federal and regional levels. On the regional level, local 
privatization agencies will be obligated to use at least 10 
percent of their income from privatization for these 
purposes. 


16.2. The organization of explanatory and promotional 
work and an educational program will be the responsi- 
bility of the Russian Goskomimushchestvo, the Russian 
Federal Property Fund, and local property management 
committees and property funds. 


These privatization agencies will be responsible for the 
publication of the following in 1993: 


—information about the purpose of privatization, about 
the role of privatization*checks and the means of using 
them, and especially about check auctions and invest- 
ment funds—in newspapers on a regular basis; 


—regular privatization bulletins of the Russian Federal 
Property Fund in editions of at least 5 million copies 
and reference materials of the Russian Goskomimush- 
chestvo in editions of at least | million copies, con- 
taining educational and informative material on the 
progress of privatization, including information about 
check auctions, their location and time, and the enter- 
prises to be offered for sale at these auctions. To 
protect the interests of citizens, the prices of the copies 
will not exceed printing costs. Information about 
check auctions must be publicized by other news 
media in addition to the bulletins: 
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—information about the division of enterprises into 
groups in terms of the dates of their offer for sale at 
check auctions, the projected auction schedules, the 
role of privatization on the central and local levels, the 
use of privatization checks, the method of purchasing 
stock in enterprises slated for privatization, the pur- 
pose of investment funds, and the procedures for 
conducting check auctions—in special brochures in 
mass editions prior to | February 1993. 


The Russian Goskomimushchestvo, Russian Federal 
Property Fund, local property funds and committees, 
and the news media will be responsible for securing the 
following television and radio reports: 


—daily reports on news programs on the progress of sales 
for checks and the most interesting objects offered for 
Sale; 


—daily reports on the Russian enterprises to be sold in 
coming months: 


—daily programs to inform the population of the rates of 
privatization. 


All state television and radio broadcasting companies 
and other news media receiving state subsidies must 
allocate at least 15 minutes of air time a day or space for 
the publication of the announcements of privatization 
agencies for free. 


The Russian Goskomimushchestvo and Russian Federal 
Property Fund will provide the news media with abso- 
lutely reliable information about the progress of privati- 
zation and the property to be sold. 


16.3. The Russian Goskomimushchestvo will work with 
the Russian Federal Property Fund to open special free 
consultation centers on privatization on the premises of 
each property management committee. 


‘wee 





Privatization Indicators for State Governing and Admin- 
istrative Bodies in 1993 





















































Region Number of enter- Number of enter- 
prises slated for prises slated for sale 
stock issues (units) at auction and in 
competitive bidding 
(units) 
nieuniaeeneens cae oe — 
| 2 3 
———— + nun — 
Arkhangelsk Oblast | 754 1,009 
Vologda Oblast | iid 1,092 
Murmansk Oblast | 441 | 709 
St. Petersburg 206 | 3,809 
— -- a | _ —— — 
Leningrad Oblast 833 a 590 
— Ne eee ee 
Novgorod Oblast 924 | 470 
—_—-—-+-—- oC rt  O- - ----— -  - 
Pskov Oblast 1,177 | 436 
_ —_—-—— ——_- -—- — ~- — — — + —_—_ — ———— _ 
Bryansk Oblast 1,179 | 978 
ee | ee —_ a : 
Viadimir Oblast | 801 : 1,098 
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Privatization Indicators for State Governing and Admin- 


istrative Bodies in 1993 (Continued) 





Privatization Indicators for State Governing and Admin- 
istrative Bodies in 1993 (Continued) 


























































































































































































































Ivanovo Oblast 991 888 Kamchatka Oblast 289 350 
Tver Oblast 1,546 1,341 Magadan Oblast $32 386 
Kaluga Oblast 920 837 Sakhalin Oblast 351 669 
Kostroma Oblast 943 749 Kaliningrad Oblast 730 585 
Moscow 9,840 4,381 Karelia 410 706 
Moscow Oblast 2,160 3,200 Komi Republic 699 915 
Orel Oblast 1,037 671 Republic of Mari El 753 272 
Ryazan Oblast 1,260 957 Republic of Mord- 1,152 618 
Smolensk Oblast 1,172 952 — 
Tula Oblast 699 1.689 —— Republic 1,056 566 
Yaroslavl Oblast 951 1,010 “pacer ae aa 
Nizhniy Novgorod 2,443 1,309 Tatarstan 1.903 2.364 
Oblast : , 
Kirov Oblast 1,624 1,002 —o- ” 
Belgorod Oblast 891 1,099 Dagestan 997 1.238 
Voronezh Oblast 1,536 1,479 Kabardino-Balkaria 472 $87 
nae Cnet 1,008 ee North Ossetia 387 482 
mapeten Onion ik all Checheno-Ingushetia $14 639 
Tambov Obiast 1,117 738 Bashkortostan 2,047 3.243 
— wal Udmurt Republic 1,012 745 
Volgograd Oblast 1,416 1,863 Buryatia 903 652 
Samara Oblast 1,492 1,458 Tuva 500 11 
—— = ae Yakutsk-Sakha 789 955 
Saratov Oblast 1,360 2,519 Republic 
Ulyanovsk Oblast 811 1,008 Republic of Adygea 211 262 
Krasnodar Kray 1,909 3,136 Karachay-Cherkessia 247 308 ; 
Stavropol Kray 1,069 2,106 — of Kha- 353 262 
$sia 
Rostov Oblast 2,788 1,915 : ; 
Republic of Aliay idi 135 
Kurgan Oblast 812 955 
Jewish Autonomous 60 72 
Orenburg Oblast 1,221 1,450 Oblast 
Perm Oblast 1,185 1,991 Russia—total 86,484 89,317 
Sverdlovsk Oblast 1,539 2,893 . ; . 
Note: In all, the following should be privatized by the 
Chelyabinsk Obiast 649 2,136 end of 1993 in all regions: 
Altay Kray 2,565 1,320 , 80 € whol d 1 d h 
—at least percent of wholesale and retail trade, the 
Se = — food service industry, and consumer services; 
Novosibirsk Oblast 2,217 715 ae . 
Omsk Oblast 1.463 1.087 —at least 70 percent of enterprises in light industry and 
the food industry and facilities and enterprises in 
— vic $) construction, the construction materials industry, and 
Tyumen Oblast 1,034 550 motor transport; 
pnts ie 1708 —at least 60 percent of enterprises performing produc- 
Irkutsk Oblast 1,706 1,542 tion and technical services for agriculture; 
Chita Oblast 869 1,051 . 

“s : vad —and all enterprises covered by Ukase No 721 of the 
Maritime Kray 1,132 1,368 president of the Russian Federation of | July 1992, as 
Khabarovsk Kray 954 1,155 well as enterprises where labor collectives decided to 
he Chee 713 861 issue stock in accordance with Presidential Ukase No 











1228 of 14 October 1992 before | March 1993. 
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Reasons for Late Drop in Ruble Reviewed 


934E0077A Moscow KOMMERSANT-DAILY 
in Russian 30 Jan 93 p 9 


{Article by Vladimir Bessonov, Tatyana Gurova, Nikita 
Kirichenko, and Valeriy Fadeyev: “Panic on the Cur- 
rency Exchange Is Caused by Actions of the Government 
and the Central Bank”’] 


[Text] In last Saturday’s issue of KOMMERSANT- 
DAILY (page 7) and in the weekly supplement of 25 
January (page 7), KOMMERSANT-DAILY’s experts 
published a forecast, in which they predicted the recent 
rise in the rate of the dollar and its subsequent relative 
stabilization. However, the scope of the rise in the price of 
the dollar that occurred was much bigger than the one that 
was forecast. In the opinion of a number of observers, the 
record-high leap in the rate was caused by a whole series 
of government statements, which brought the currency 
market to a state of panic and shock. 


The forecast calculations performed by KOMMER- 
SANT-DAILY’s experts with due regard for the new 
realities of the currency market show that at next week’s 
auction the following are possible: both a stabilization of 
the rate in the corridor of 575 rubles/dollar (+/-2 percent) 
and its moderate growth with the upper values of the rate 
at the auction on 2 February in the region of 596 rubles/ 
dollar and on 4 February in the region of 613 rubles/ 
dollar. 


As noted in the last forecast of currency quotations (see 
KOMMERSANT-DAILY of 23 January), at the begin- 
ning of this week the demand on the currency market 
began to show certain signs of saturation and nothing 
portended an increase of more than 50 points in quota- 
tions. Moreover, the express poll among currency dealers 
of some banks actively trading on the currency market, 


66 99 wwe manta nan RAaAnaAn:: 
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which was conducied by 
that hardly anyone of them recommended that clients 
“bargain” and intended himself “to bargain” far above 
the level of 550 rubles/dollar. However, four events have 
occurred simultaneously during this week, plunging the 
participants in the currency market literally into a state 


of shock. 


The first was the statement by the deputy chairman of 
the Central Bank in the Tuesday morning television 
news program on the beginning of the issue of purely 
Russian, new cash currency. As a result, all the partici- 
pants in currency auctions, who in one way or another 
operate with supplies of rubles from our close neighbors, 
have sharply raised the level of permissible values of the 
rate for the purchase of currency for them by banks. 


The publication of Central Bank instructions on the 
reregistration of licenses of stores trading in freely con- 
vertible currency and the restriction on the range of 
goods and services subject to sale for currency was the 
second event. The appearance of this instruction pro- 
voked a sharp rise in the “discount” rate of the dollar, at 
which these stores accept rubles. As early as Monday 
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many stores raised the rate to 550-560 rubles/dollar. 
With such a separation of cash quotations from the 
exchange rate of past auctions the purchase of noncash 
currency for its subsequent cashing through off-shore 
became an extremely profitable operation, which, of 
course, led to an increase in the demand for noncash 
currency. 


Furthermore, the Central Bank instruction, essentially, 
gives up on such profitable and widespread types of 
commercial activities as the sale of shares, vouchers, 
apartments, and suburban housing for freely convertible 
currency to citizens. As a result, an abrupt transfer of 
assets from these business spheres to the currency 
exchange began. 


The application as of | February of the value-added tax 
to the sale of imported goods was the third event. For a 
prompt completion of the overdue payment for contracts 
and transport services many importers were also forced 
to agree to purchase currency at a higher rate. 


And, finally, the fourth: this is still a vague, but an 
unpleasant, hint contained in the government program 
for a possible rapid introduction of a single rate of the 
ruble, which, naturally, is linked with the introduction of 
restrictions (“to stop speculations’) on the purchase of 
currency. 


The totality of these statements caused a panic on the 
currency market, which in its scope cannot even be 
compared with the surge in inflationary expectations 
during the August putsch, price liberalization, and resig- 
nation of Gaydar’s government. 


Chubays Accused of Exaggerating Value of 
Vouchers 


934E0077B Moscow PRAVDA in Russian 3 Feb 93 p 1 


[Article by Viktor Trushkov: “Where Did the Two 
‘Volgas’ Promised by the Vice Prime Minister Go 
Away?”’] 


[Text] At the exit from the subway the familiar well- 
wishers handed me a leaflet. Judging by its circulation, 
almost 1 million of my fellow countrymen suffered the 
same lot. This time the leaflet called upon |the people] to 
go not to a rally, not to a picket line, but to the voucher 
investment fund. It enticed them with consultations on the 
following topic: ‘“‘Where, how, and at what price can a 
voucher be bought or sold?” 


Having recalled one of last year’s television broadcasts, I 
estimated that a voucher should now cost... 14 to 16 
milli:cn rubles. From where did I get such a wild figure? 
I will explain. Two ‘“Volgas” now cost approximately as 
much. This is precisely how A. Chubays, chairman of the 
Russian Federation State Committee for the Manage- 
ment of State Property, determined the value equivalent 
of a privatization voucher early last fall. At that time his 
calculations seemed to sound valid and even weighty. 
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Now the powers that be do not recall their promises 
during the starting period of voucherization. Meanwhile, 
in the fall of 1992 the president, the acting prime 
minister, the chairman of the State Committee for the 
Management of State Property, and other government 
bigwigs took turns to assure the Russians that privatiza- 
tion vouchers, first, were reliably secured with the fixed 
capital of state enterprises and, second, were not subject 
to inflation, since their nominal of 10,000 rubles was 
calculated in 1991! prices. That is why Chubays valiantly 
equated a voucher with two new “Volgas.” 


But then the motor vehicle—movable property—has 
gone very far away from millions of voucher owners, 
now becoming accessible only to millionaires. However, 
the basic means of production doomed to privatization, 
for the most part, are immovable. A rolling mill, or a 
numerically controlled machine tool, has not lost its 
“business qualities” during the fall and winter season, 
which has not ended yet. During this time at the will (and 
Owing to the lack of talent) of government figures of the 
Chicago style the ruble has depreciated, but not the fixed 
capital of Russian enterprises. Consequently, it also has 
to be evaluated according to the reliable, hard rate, like 
vouchers, which are intended to be exchanged for this 
capital. Incidentally, the Russian Commodity and Raw 
Material Exchange acts in such a way, evaluating the 
voucher rate in U.S. dollars. Let us follow its example. 


The 10,000 rubles printed on a Russian privatization 
voucher in 1991 at the official rate were equivalent to 
approximately 1,600 dollars. Since American currency 
belongs to “hard” currencies and the authorities prom- 
ised to protect the voucher against any fluctuations, the 
dollar equivalent of a privatization voucher was sup- 
posed to remain unchanged 1n October 1992, in January 
1993, and in every other month. Incidentally, now it is 
impossible to buy two “Volgas” promised by A. Chubays 
witli 9U iatly greens —nine times more are needed for 
one. However, we are not talking about this. 


The inflation of the ruble is proceeding at stunning rates. 
However, the voucher ts depreciating more rapidly than 
the ruble. 


Since the beginning of October, when the distribution of 
privatization vouchers began, the rate of the ruble in 
respect to the dollar has dropped almost twofold. During 
the same time prices of most goods have jumped up two- 
to threefold. But what about privatization vouchers? On 
the exchanges of Moscow, St. Petersburg, Perm, and 
Rostov in the middle of January the security in the 
10,000-ruble denomination was quoted at 5,400 to 5,600 
rubles—seemingly, the most stable situation amidst the 
financial storms and the chaos. The ruling vouchermen 
persistently Overemphasize the imaginary stability of 
privatization vouchers. I stress: imaginary! This will 
become evident if we recall that the Russian Commodity 
and Raw Material Exchange determines the rate of the 
voucher at 9.5 to 10 dollars. And now compare: 1,600 
promised dollars and about !0 real ones. In the last 5 
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months even the “wooden ruble” has slid into the pit 
much more smoothly than the voucher. 


Since the first days of 1993 Chubays, chairman of the 
State Committee for the Management of State Property, 
who remained in the new government, has effusively 
promised an unprecedented rise in voucher prices. He 
even found substantiation in the standard phraseology of 
Brezhnev’s era: Russia has entered the year... of people’s 
privatization (how this resembles the “decisive,” “‘deter- 
mining,” and “concluding” year!) This is the second 
stage. Only of what? Most likely, of the deception of the 
Russians. 


Tokobank President Supports ‘Activist’ State 
Investment Role 


934E00054 Moscow ROSSIYA in Russian No 3, 
13-19 Jan 93 p 11 


{Interview with Tokobank president Viktor Yakunin, by 
Aleksandr Yevlakhov; place and date not given: “With- 
out Freedom, I Cannot Work’’] 


[Text] Viktor Yakunin is president of Tokobank, which 
has charter capital of 416 million rubles [R] and $114 
million. Tokobank is Russia’s largest commercial bank, 
having made its appearance three years ago not as a result 
of the transformations undergone by specialized state or 
ministry ‘servile’ banks, but by the will of its founders. 


[Yevlakhov] Viktor Konstantinovich, commercial 
banks, one of which you head, were almost the first 
offshoots of a market economy in Russia. Under the 
conditions of state life they were able to help the enter- 
prises escape from the pressure of the state credit system. 
Today this monopoly has been broken and reforms have 
begun, but as they proceed new problems have appeared 
as well. 


[Yakunin] Yes, and one of them is not simply the 
physical decline of production, but the destruction of the 
production apparatus. The average age of the active 
production capital in our industry is 19 years, while the 
norm is 10. Capital investments have been cut by half, 
and we are not providing even for simple reproduction 
of fixed capital. And we are experiencing this ourselves. 
Under the conditions of the growing inflation and the 
government's monetary policy, the banks have been 
deprived of the possibility of offering long-term credit. 
For example, the average period for our credit has 
decreased from two years to a couple of months. For we 
are working under the conditions of a market, and it 
dictates its own rules. As a result, the volume of credit 
for trade-intermediary activity is increasing. This cannot 
but cause uneasiness. Although we are trying to grant 
credit for investment programs as well, we are doing so 
not because of but in spite of the situation, out of 
strategic considerations based on the interests of our 
stockholders. True, in terms of time periods, this credit 
is still limited. Thus, we granted petroleum industry 
workers credit in foreign currency equivalent to R13 
billion. Some of this money was used for financing the 
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program for “enlivening” 700 wells from which about 6 
million tonnes of oil a year will be extracted. 


This example shows that even under current conditions, 
support for vitally important areas of the economy is 
possible. This model for precisely targeted infusions 
should be extended to the entire economy. Then the 
recession would be less deep. Incidentally, as early as last 
spring, I was talking about this at a meeting between 
entrepreneurs and Gaydar. But at that time the politi- 
cian of “book” monetarism, unfortunately, got the upper 
hand. 


[Yevlakhov] But then we rejected it. 


[Yakunin] Yes, we rejected it but, as is our custom, like 
an avalanche, in all areas. The results are apparent from 
the store shelves. The situation reminds one of the end of 
1991, the only difference being that hidden inflation has 
assumed overt forms. What we used to be unable to get 
hold of we cannot afford today. 


So on the whole, the results are disquieting. I cannot 
agree with statements to the effect that the worst is 
behind us. While at the beginning of 1992 our specialists 
predicted that the low point of the recession would come 
in the spring of 1993, now it has moved forward at least 
a year. 


[Yevlakhov] The prolonged confrontation between the 
legislative and executive powers, which reached its peak 
at the Seventh Congress of People’s Deputies of Russia, 
culminated with the appointment of V. Chernomyrdin 
to the post of chairman of the Council of Ministers of 
Russia. How do you, as the head of a large bank and a 
businessman who is weil known in the country, feel 
about this event? 


{[Yakunin] I am categorically against the “communist” 
approach, which is frequently used to cvaluate one 
leader or another. I have in mind the questionnaire or 
the service record. Ultimately, we are all products of the 


past, including the present prime minister. 


The fate of Gaydar’s government was foreordained by 
the extremely deep economic crisis which gripped all 
areas of the national economy. And here I cannot agree 
with the opinion expressed at the congress—by Travkin, 
I think—that Gaydar knew what to do but did not know 
how to do it. As I have already said, the mistake was in 
the concept. in blindly following the formulas of the IMF 
[International Monetary Fund]. As a result, the economy 
approached the brink beyond which direct destruction 
begins, and a large part of the population was simply 
robbed. 


Finishing up the topic of Gaydar, I would like to empha- 
size that we have developed a habit of berating the past 
government and placing too high hopes in the new one. 
With all the negative results, it is necessary to keep in 
mind that never before in the world has anybody had to 
solve more difficult problems than the ones that feil to 
the lot of our outgoing government. We knew the goal, 
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the market, but nobody had ever before come out of such 
“developed” socialism as we had. The fact that Gaydar 
actually took this path—this is very significant. The 
peculiarity of the situation consists, in my view, in that 
we are not conducting reforms, as they think in the West, 
but a political revolution accompanied by reforms. 
Reforms are doomed until such time as we solve the 
problem of power. And it is not solved, and that is not 
Gaydar’s fault but his misfortune. Hence also the com- 
promises. Unfortunately, we did not learn anything from 
Gorbachev, and we “slipped on the same banana peel” 


again. 


Of course, I would like the new government to adopt the 
best of the past—the movement toward reforms. But, in 
the first place, each step must be understood by the 
entire population and, in the second place, it must 
produce real results for the people. This has nothing to 
do with the populism which, it seems to me, has afflicted 
our parliament—and that is not the only thing. And, 
third, there must be less lying. I have in mind mainly 
statistical lies. When the government has the trust of the 
population, then the disagreements between the execu- 
tive and legislative powers will be replaced by coopera- 
tion. Antagonism will become politically disadvanta- 
geous. 


[Yevlakhov] The new Council of Ministers chairman 
said in his first interview that he is in favor of the market 
but against a bazaar. What comments could you make on 
these words? 


[Yakunin] I too am against a bazaar, and | am also 
against flea markets. Reselling anything and everything 
at every corner—that is not a market. A market is, above 
all, free competition of producers, the absence of monop- 
olies, and an abundance of goods. And this is the 
direction in which we must work. I agree with the 
intention of the new prime minister to support the basic 
branches as the basis of a market economy. Understand- 
ably, this required large financial resources. Commercial 
banks could also participate in extending credit to the 
base branches. But the conditions for self-support of the 
banks require guarantees of the repayment of loans that 
are granted and compensation for preferential interest 
rates. 
& 

In a word, we need an active state investment policy. 
Otherwise, the country’s economy will be thrown back 
not by years, but by decades. As was announced in the 
government program, in the forthcoming period support 
will be given mainly to five priority areas: the fuel and 
energy complex, conversion of the military-indusérial 
complex, food, housing, transportation, and communi- 
cations. Naturally, this requires investment banks and 
special investment funds. But it takes time to establish 
them. But we are forgetting that the operating commer- 
cial banks could participate in solving these problems. | 
am not saying this because I am the president of such a 
bank. It is simply that this is demonstrated both by our 
experience and by world experience. 
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[Yevlakhov] But the majority of them are small and 
weak. 


{Yakunin] Yes, approximately three-fourths of them are 
precisely like that. But along with them in Russia there 
are no fewer than 20 large commercial banks with 
developed branch networks. They could provide long- 
term credit for the national economy. 


{Yevlakhov] But the state is apparently relying mainly on 
enlisting foreign capital. Joint banks are being created 
and foreign banks are being given licenses to operate in 
our country. 


[Yakunin] I do not object to this policy. But we must 
have a sense of measure here. For it is absolutely clear 
that Russia’s young banking system is not yet in a 
condition to compete with the banks of Europe, the 
United States, or Japan, which have not only many years 
of experience, but also a powerful financia! and technical 
base. Moreover, they will not involve themselves deeply 
in our mess. They will take mainly the “cream” from the 
large clients and the most advantageous operations, 
leaving all the dirty work for the Russian banks. 


[Yevlakhov] Nonetheless, the government 1s constantly 
speaking about the idea that domestic and foreign banks 
will be placed in equal conditions. 


{[Yakunin}] What are equa! conditions? | think even a 
nonprofessional can understand that ijegal equality 
means economic inequality. Russian banks need a rea- 
sonable amount of protectionism, which would gradually 
decrease. The authorities must strive to include our 
banks in the international banking community and not 
build a wall between them. Benetiis for foreign banks 
mereiy increase the antagonism, including at the legisla- 
tive level, which has nothing in common with healthy 
competition. 


{[Yevlakhov] Viktor Konstantinovich, you see the prob- 
lems, Dut what about the Centra! Bank” In this connec- 
tion, what about the competency level of Gerashchenko 
himself? 


fYakunin] I have never had any doubts about his com- 
peiency. I will go further. He is one of our best banking 
specialists. I share his concern about strengthening the 
solvency of the enterprises, especially those that produce 
goods for the population. But today he. like Gaydar, is 
forced to maneuver, sometimes ignoring reasonable 
solutions under pressure from various political forces. 


{Yevlakho »] Which, specifically? 


| Yakunin] Those represented by the lobbies of the state 
sector !n parliament and in the government. You see, the 
directors of industrial giants have aiways had a lot of 
power. Previously they used to “kick the door open” to 
the Politburo, the CPSU Central Commitiee, and the 
Union Council of Ministers, and now they do the same 
to the Russian power structures. It has reached the point 
of statements like this: Look at the immense sums that 
the commercia! banks have at their disposal—we must 
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find a way of making them finance us with preferential 
conditions. Is this really an intelligent economic 
approach? No, this is a power pressure method. 


{Yevlakhov] Do you believe that they can force you, a 
bank president, to do that? 


[Yakunin] If you take away the economic incentives | 
have already mentioned, there is only one “noneco- 
nomic” path—to force me to grant money under prefer- 
ential conditions to some metallurgical combine and to 
threaten to take away the bank’s license. 


{Yevlakhov] But that 1s a blind alley, a return to the 
former command system. As a result, bankers will inev- 
itably be forced into politics. Because it 1s clear that if 
there is an industrial lobby in the power structures, there 
must also be those who would with complete justitica- 
tion defend the interests of the commercial banks. 


{Yakunin] Why not? We are prepared to cooperate with 
the Supreme Soviet, above all to participate in expert 
evaluations done by its commissions, which, inciden- 
tally, we are doing, and with the government structures 
that are experiencing the need for both financia! an 
moral support from the commercial sphere 


{Yevlakhov] And what if the command system wins ou! 
over everything else? 

{Yakunin] I personally decided this question as early as 
August 1991. Without freedom I cannot work 


Report on Trial Privatization Auctions 
934E000SB Moscow IZVESTIYA in Russian 2° Jan 93 
Morning Edition p z 


[Article by Vyacheslav Maksimovsxikh and Lev Isvet- 
kov’ “Fvents and Commentary All Shares Sold At 
Voucher Auctions’’] 


[Text] The Goskomimushchestvo [State Committee for 
Management of State Property] has summed up the 
o'eliminary results of eight trial auctions where citizens 
and organizations bought shares in enterprises for priva- 
tization checks. What did the first sales show” 


First of all, the very fact that the auctions were heid 
shows that the procedure for preparing for and con- 
ducting them, which was developed with the help ot 
domestic and foreign experts, 1s basically satisfactory 


although certain procedures could be simplified tor the 
buyers. Taking into account the first experience, special 
ists of the State Committee for Management of Stat 
Property are completing the preparation of reconin 


dations for organizers of auctions 


Another conclusion: Trial trading sessions sugyest 
the future, when it 1s not single shares that are | 

the market. but tens, and hundreds, and even 1S 
of them, it would be expedient to condur 
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through permanent auction centers. This would signifi- 
cantly reduce costs for sellers and facilitate the task of 
the buyers. 


The population and organizations are undoubtedly inter- 
ested in the check auctions: practically all the shares put 
up for sale were bought. But—and this was reflected in 
certain pieces in the press—the buyers are frequently 
disenchanted: they do not think they were able to buy 
enough shares for their privatization checks. 


What were the exchange rates for the checks at the trial 
auctions? In Moscow for a check it was possible to 
acquire one share with a nominal value of | ,000 rubles 
[R] in the Bolshevik factory or seven shares with the 
same nominal value in the Preobrazhenskiy trading 
house. In Perm Oblast one could acquire even more 
shares for a check—23. True, their nominal value was 
ten times less—R100. In St. Petersburg for a check they 
would sell only one share in the “ovavto enterprise, with 
a nominal value of R550. 


On this basis some people have hastened to draw the 
conclusion that the people are being deceived, and for a 
check of 10,000 they could buy shares worth less than a 
kilogram of meat at the market. One must recall that the 
secu’ ities market is not a meat counter at a bazvar. 
Exchange according to the formula “nominal value for 
nominal value,” that is, shares worth R!0,000 for one 
check, is probably extremely rare. More frequently there 
will be deviations—sometimes significant ones. But is 
this bad for the buyer? 


For a 550-ruble share in Sovavto, for example, in St 
Petersburg, traders are already offering more than 
R20,000. Why? Because they know that it has modern 
trucks in its fleet, the enterprise ships goods efficiently, 
including for foreign currency, and its profitability is 
high. Those who acquired 23 securities in Gornozavod- 
sktsement are not likely to end up losers either, taking 
into account today’s great demand for construction 
materials, including cement, and their high market 
value. The same thing is true of shares in petroleum and 
gas extraction branches where, according to predictions 
of specialists, the rate could be 0.2 shares with a nominal 
value of R1,000 (or one R200) per check. The solid 
dividends and, hence, high market price of these shares 
will provide for reliability of investments and consider- 
able income for the owners. 


On the other hand, according to our prediction, with the 
sale of shares in converted enterprises, which are now 
experiencing a difficult period, it is extremely possible 
that 20,000 or even 40,000 shares might be sold for a 
check. Could such a purchase be advantageous? Quite 
possibly, if the sharehoiders find a successful way out of 
the enterprise's difficult situation. 
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Government Economic Strategy Analyzed 


93400764 Moscow KOMMERSANT-DAILY 
in Russian 2 Feb 93 p 8 


{ Article by the political economics department under the 
rubric “Monitoring Economic Legislation”: “Financial 
Stabilization Will Be Accompanied by Inflation’) 


[Text] The decisions adopted by the government last week 
make it possible for KOMMERSANT-DAILY experts to 
predict the nature of the economic documents that will be 
developed in the near future. While officially giving pri- 
ority to financial stabilization and the fight against infla- 
tion, they will envision practical steps for the further 
inflationary priming of the economy, which is inevitable 
when there is a shortage of goods on the domestic market. 


The document “On the Financial-Economic Policy of 
Russia in 1993," approved by the governm>nt and 
published last week, is attracting special attention from 
the experts. In essence, it is the economic program of 
Viktor Chernomyrdin’s government 


According to this document, the “priority direction for 
the economic policy should be financial stabilization and 
strengthening of the ruble.” Here hyperinflation is 
named as the major danger, and therefore the curbing of 
inflation was proclaimed as a condition for solving other 
problems of economic policy. As the main cornerstones 
of the financial and economic policy for 1993 it gives 
reduction of the rates of inflation to five percent per 
month by the end of the year, reduction of the deficit of 
the consolidated budget to five percent of GNP, and 
stabili.ation of the exchange rate of the ruble by the 
second half of the year. 


In order to achieve its stated goals the government plans 
within two weeks to prepare and submit to the president 
for presentation to parliament a draft law which envi- 
sions a Stage-by-stage reduction of the federal budget 
deficit with the establishment of its maximum amounts: 
for the first quarter—10 percent, for the first half year— 
down to eight percent, for nine months—down to six 
percent, and for the year—down to five percent of GNP. 
Additionally, the draft law is to provide for tightening 
control over the execution of the state budget and the 
size of the state debt, to permit the adoption of decisions 
to increase budget expenditures only where there are real 
sources of financing, and to grant the government 
authority to limit federal expenditures or introduce 
special taxes and fees in the event of an unforeseen 
reduction of revenues for a period of up to six months. 
At the same time it will be suggested that money from all 
general state nonbudget funds be incorporated into the 
country’s consolidated budget. 


In order to reduce the deficit of the federal budget it is 
intended to develop a program of strict economy, 
including, in particular, a reduction of subsidies to 
enterprises that are operating at a loss. Moreover, during 
the course of 1993 it is intended to create a mechanism 
for financing the budget deficit which precludes direct 
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granting of credit to the government by the Central 
Bank. Instead of that i! will be suggested that they 
borrow by issuing state bonds. /t also envisions tight- 
ening control of the growth of te monetary mass and 
protection of Russia from excess influx of monetary 
funds from the former Union republics. 


Thus the document contains the entire standard set of 
measures of the anti-inflation policy and thus is a kind of 
model for all subsequent Russian legislation. Subse- 
quently, KOMMERSANT-DAILY experts think, the 
Russian authorities will be constantly reminding people 
of its official involver p* . the fight against inflation. 
Chis is necessary for ' -osons, First, it is important 
for the governmer, wintain the image of a fight 
against inflation in or. to curb the population's dissat- 
isfaction with the growth of prices. Second—which is no 
less important—it is necessary to respond to the 
demands of international creditors: They inevitably 
make the question of postponing and restructuring the 
debt and also of granting more credit directly dependent 
on the consistency of the implementation of the anti- 
inflation program 


At the same time the real shortage of producer and 
consumer goods on the Russian market objectively 
forces the government ‘r. its practical activity—in spite 
of assurance about the priority given to the fight against 
inflation—to continue its traditional policy of infla- 
tionary infusions into branches of the economy that are 
experiencing disaster as well as the consumer market. In 
the future this circumstance will also be reflected in the 
nature of the documents that are adopted. 


An example of such a document was the government 
decree adopted last week “On Extraordinary Measures 
for Financial Support of the Agro-Industrial Complex of 
the Russian Federation.” In keeping with it, in 1993 
there are to be—from budget funds—subsidies for 
animal husbandry products including a 50-percent com- 
pensation for expenditures of agricultural commodity 
producers on fuel and lubricants. Additionally, it is 
intended to open up a special preferential line of credit 
for the agro-industrial complex with compensation from 
the federal budget for the difference in interest rates. At 
the same time the agro-industnal complex will be com- 
pensated from the budget for 50 percent of the insurance 
payments and 30 percent of the expenditures on the 
acquisition of mineral fertilizers and chemicals. Finally, 
it is planned to create a special fund for financial support 
for agriculture. According to predictions of the Ministry 
of Agriculture, these measurc. will require additional 
subsidies of no less than 160 billion rubles (in 1992 
prices). 


Draft Law on Priority for Labor Collectives in 
Privatization Hit 


934E0076B Moscow NEZAVISIMAYA GAZETA 
in Russian 2] Jan 93 p 4 


[Article by Olga Krushelnitskaya: “The Law Is Still a 
Law for Return to Collective Ownership” 
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[Text] The editorial fax has received alarming informa- 
tion about another attempt to cancel out existing legis- 
lation on privatization. It had to do with the conse- 
quences of the adoption of the draft law “On Priority for 
Labor Collectives of State and Municipal Enterprises 
and Organizations in the Selection of Forms of Destati- 
zation and Privatization,’ which is being discussed by 
the Committee on Economic Reform and Property. The 
parliament will make the final decision. 


In this connection one recalls the old newspaper cliche 
about how we are living in surprising times. Strange as it 
may be it applies today as well. Life is proceeding 
according to new rules, but the rules themselves are not 
there. So you are gladdened in advance by any new law, 
hoping that it will make life less “surprising.” 


This was made clear at a news conference in the White 
House: the new draft law establishes the transfer to labor 
collectives of fixed production capital of state and 
municipal enterprises at which these labor collectives 
work for indefinite, complete economic management. 
These enterprises (organizations, schools, hospitals, etc.) 
for the sake of brevity are called people's. The collectives 
purchase their enterprises at residual value through a 
closed subscription. The remaining shares are sold at 
open auctions. When a worker is discharged he receives 
his monetary share of the property, the amount of which 
is determined by those remaining. The activity of a 
people's enterprise is based on the principles of selec- 
tivity and one-man management. It cannoi be ruled out 
that the ‘single manager’ might be tempted to get rid of 
objectionable people because, as we know, it 1s good to 
involve the whole world when we are building, but when 
we divide things up—there should be a small group. 


It is not difficult to imagine what could come of this. 
Suffice it to recall the kolkhozes, which also stipulate 
indivisible property. The result was eight decades of 
losses for the treasury. Just as was the case with other 
socialist enterprises with collective (nobody's) responsi- 
bility for the results of labor. It is obvious also that the 
new collective enterprises proposed by the draft law will 
not have the proper balance between rights and respon- 
sibilities. In that case the income will go for wages and 
not for the development of production. 


Of course, shares in the home enterprise may be sold at 
an open auction. But according to the draft law, it 
receives only the money spent on the purchase. And the 
commercial difference goes into... “the budget, and 
stabilization and other funds of the local soviets.” 


Moreover, a number of enterprises are in need of recon- 
struction and new technologies and equipment. People 
with money or investment firms, including foreign ones, 
can help here. But will a serious investor really invest 
money in an enterprise whose affairs he cannot appro- 
priately influence? The controlling block of shares will 
probably remain with the enterprise. And its director 
will listen only to the voice of his ministry or local state 
control organ, that is, to those who, according to Article 
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8 of the draft law, have placed the enterprise in the 
collective hands of the workers, which means they can 
also take it back, As for the numerous owners of 
vouchers remaiming outside the gate, there is not enough 
property tor them. And this “people's” enterprise can 
easily become a monopoly and curtail production 
without interference. And the privatization of defense 
industry enterprises, which was so boldly (and rashly”) 
declared in the draft law is fraught also with uncontrolled 
monopolistic production of arms. At least there are no 
clarifications about this in the document. 


As the journalists weie told by experts of the Supreme 
Soviet of Russia, the draft of the aforementioned law was 
prepared by the Workers Union, Industrial Union, 
Agrarian Union, Homeland, Communists of Russia, and 
Russia factions of the Supreme Soviet of the Russian 
Federation. Moreover, we were shown a Xerox copy of a 
note from Khasbulatov: “This draft law was planned as 
early as 1991. We were late, and substantially. I ask that 
you work on it and bring it up at the session of the 
Supreme Soviet immediately (before the Congress).” 
The note was dated 30 October of last year. 


One does not want to look in the sphere of political 
games alone for the reason why the group of deputies 
headed by the speaker has been insisting since the year 
before last to this very day on the adoption of this law, 
which practically cancels out privatization and, conse- 
quently, the entire reform in the country. The people 
probably had the best intentions but, as they say, they 
somehow failed to take something into account, failed to 
anticipate something. Enterprises have been operating 
for a very long time with the indivisible form of owner- 
ship in other countries. But the proportion of them there 
is insignificant. Moreover, as a rule, they are inefficient 
For example, Spain’s electronic industry operates on 
those principles. But try to think of even one famous 
Spanish electronics firm. 


And in developed countries so far it is enterprises with 
private personalized property that are effective. And if 
we are not to ignore world experience, apparently, in our 
country too among the multitude of enterprises with 
personal shared participation there should also be some 
collective ones. But why should this tendency be given 
priority such as the deputy draft law gives it? 


And the last thing. Before the draft law under consider- 
ation went into effect, the Law “On Privatization of 
State and Municipal Enterprises in the Russian Federa- 
tion” went into force. And if the authors are proposing a 
draft law that contradicts a law that has already been 
adopted, there is a special procedure for this. But the 
deputies, taken up by the economy, apparently forgot 
about the law. But why have the law if people have the 
best intentions... But for whom? 
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Antimonopoly Committee Aims To Restrain 
Consumer Prices 


934E0076C Moscow KOMMERSANT-DAIL) 
in Russian 30 Jan 93 p 3 


[Article by Sergey Viktorov: “The First Methodologies 
for Fighting Monopolies: Collusion Declared Reason for 
Price Growth” ] 


[Text] Antimonopoly organs suggest investigating con- 
tracts and agreements between subjects of economic 
activity for concealed price agreements contained in them. 
The inspections will be conducted in keeping with the 
“Methodological Recommendations on Price Agreements 
as a Form of Restrictive Business Practice,’ which were 
approved by the State Committee for Antimonopoly Policy 
(see KOMMERSANT-DAILY for 29 January). In the 
opinion of experts, the adoption of such a document at this 
particular moment is intended to demonstrate the special 
attention the government is paying to curbing prices in the 
consumer market. 


The methodological recommendations are intended for 
territurial administrations of the State Committee for 
Antimonopoly Policy, which frequently do not have a 
clear enough idea of all the fir > points of monopolistic 
collusion and ways of limiting competition. In keeping 
with the document, the territorial administrations must 
pursue primarily “horizontal agreements” among pro- 
ducers whereby potential competitors agree to maintain 
prices in the market. The purpose of such agreements 1s 
to restrict competition in the market and ultimately to 
obtain additional profit at the expense of the consumer 
Additionally, they have to reveal “vertical agreements” 
among noncompeting enterprises, one of which is the 
supplier of a production and the other resells it to the 
final consumers. Here the supplier sets the minimum 
price at which the production may be resold to the 
consumer and thus controls the sales market. 


The document notes that price agreements can be con- 
cluded both in direct form (agreement on the same 
prices, agreement to change prices, rebates, etc.) and 
indirectly. In the latter case this could be an agreement to 
change a uniform price list, to use specific methods of 
calculating production costs, to make deductions from 
each transaction into a special fund, etc. 


In keeping with the methodological instructions, organs of 
the State Committee for Antimonopoly Policy are not 
obligated to reveal the specific form of coordination of 
positions among producers. Their task 1s to prove the actual 
fact of “intentional coordination” of actions. Therefore the 
main method of proof will be a “comparative analysis of the 
behavior of the managing subjects in the market over a 
particular period” in order to reveal “deliberately parallel 
actions.” Here the additional feature of “deliberateness” 
will be regarded as restriction of access to the market under 
consideration for competitors when there is an unsatisfied 
demand, restriction of access to raw and processed mate- 
rials, and, finally, restriction of access to the commodity- 
producing network. 
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The methodological instructions consider the most con- 
vincing proof of a price collusion to be documentary con- 
firmation. Therefore it is suggested that a detailed study be 
done of the conditions of the contracts, agreements, 
accounts, and invoice documents. Observers note also that 
it is recommended that organs of the State Committee pay 
special atiention to documents adopted at conventions, 
congresses, and other meetings of managing subjects where, 
in the opinion of the authors of the recommendations, there 
can also be price agreements in covert form. 


Experts think that price agreements really are a fairly 
widespread method of raising prices and limiting competi- 
tion. As an example one can give the world petroleum and 
pharmaceutical industry, where frequently such collusion 
reflects not only purely economic but also political inter- 
ests—such, for example, as in the case with the coordination 
of prices within the framework of the Organization of 
Petroleum Exporting Countries. In this connection the fight 
against price agreements is usually considered to be a fairly 
difficult matter. Under Russian conditions it will be made 
even more difficult by the lack of a real alternative in the 
form of a normal competitive market. Therefore, in the 
opinion of the experts, such methods are mainly of symbolic 
significance—as evidence of the government's desire to 
fight the growth of prices. 


The State Committee for Antimonopoly Policy has also 
basically approved the “Temporary Methodological Recom- 
mendations for Determining the Dominant Position of the 
Managing Subject on the Commodities Market.’ Because of 
the difficulty of the problem raised in the document, there is 
still at least a week’s worth of work to do. KOMMERSANT- 
DAILY will return to this subject on 9 February. 


[boxed portion, p 3] 


Methods of revealing illegal price agreements 
Which price agreements will be pursued 


Direct, that is, coordination of prices, changes in them, 
and also rebates. Indirect, that is, coordination of prices 
through the conclusion of agreements to apply a uniform 
price l’st, to use particular methods of calculating pro- 
duction cost or to make deductions from each transac- 
tion and deposit them in a special fund. 


What will the antimonopoly organs prove 


The fact of deliberate coordination of actions in the area of 
prices. 


The main method of proof 


Restriction of access of competitors—to the consumer 
market when there is unsatisfied demand,—to raw and 
processed materials,—to the commodity producing net- 
work. 


Documentary confirmation of collusion 
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Contracts, agreements, accounts, invoices, and also doc- 
uments adopted at conferences, congresses, and other 
meetings of managing subjects. 


Means of revealing unjustified price incieases 


comparison of the movement of actual prices with “calcu- 
lated” ones (that is, the prices that would exist according to 
the calculations of the State Committee for Antimonopoly 
Policy on the competitive market) or comparison with 
prices for goods with similar properties. 


[end boxed portion] 


Construction Material Price Rises Verge on 
Hyperinflation 


MK0602122193 Moscow NEZAVISIMAYA GAZETA 
in Russian 6 Feb 93 p 2 


[Report by Mikhail Glazachev and Aleksandr Yakovlev: 
“Moscow Commodity Exchange Consolidated Price 
Index Up 7 Percent. Ruberoid and Metal Going Up 
Fastest’’] 


[Text] The past month saw no decline in commodity 
exchange activity. The immunity to economic upheavals 
which the exchanges developed last year is keeping 
trading ai a relatively high level. 


Cars and computers are enjoying inflated demand because 
of their attractiveness as an investment for uncommitted 
resources. Signs of hyperinflation are causing some nervous- 
ness in trading on the commodity exchange. Meanwhile the 
participants in currency futures operations on the Moscow 
Commodity Exchange have changed their first million U.S. 
dollars. Some $1,122,000 has changed hands, including 
$441,000 in January. 


A regular feature at present is deals on six contracts—four 
for U.S. dollars for delivery in February and March, 
vouchers for delivery in February, and granulated sugar for 
delivery in March. The opportunities for playing the futures 
market are indicated by the discrepancy in the prices of 
deals—the minimum price per dollar in a $1,000 contract 
for delivery in March was 400 rubles [R], the maximum was 
R840. If these deals are concluded first for purchase and 
then for sale, it is not hard to see what the broker stands to 
gain from just one such contract. 


Following the dollar panic caused by the ruble’s slide on the 
Moscow Interbank Currency Exchange, when March dollars 
passed the R800 mark, the ruLle consolidated its position to 
some extent and moved up on all four contracts. The 
maximum figure is currently held by the dollar on a $1,000 
contract for delivery in March—R/741. The fall in the posted 
price for vouchers has also stopped. The rate for delivery in 
February is valued at R5,600. 


In the first few days of February there was a surge in 
dealing on the commodity market for cash commodities. 
On the Moscow Commodity Exchange the value of deals 
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concluded totaled R3,523 million. The markets for agri- 
cultural products, petroleum products, and motor vehi- 
cles were the most active. 


The Moscow Commodity Exchange Consolidated Price 
Index in the first week in February was 7 percent up on 
the previous week. Among the commodity groups, the 
biggest increases were in the prices of metals and metal 
products (the price increase over the week was 22 per- 
cent) and construction materials—11 percent. For the 
other commodity groups the upward movement in prices 
slowed slightly. Thus, chemical industry products and 
lumber went up 7 percent in the week, agricultural 
products 5 percent, and petroleum products 2 percent. 


On certain goods the price rises were verging on hyper- 
inflation. Ruberoid was up 50 percent, water and gas 
pipes 46 percent, thin cold-rolled sheet metal 40 percent, 
and 45x45 angle brackets 50 percent. 


Commentary Predicts No Great Economic Policy 
Change 


MK0302123293 Moscow KOMMERSANT-DAILY 
in Russian 2 Feb 93 p 8 


[Unattributed article: “Fighting Inflation Has Become 
Synonymous With Fighting Recession’’] 


[Text] The unexpected statement made by the Russian 
Council of Ministers chairman on 28 January in the 
Supreme Soviet, about the priority his government will be 
giving in its economic policies to measures aimed at 
achieving financial stabilization, has been followed up over 
the weekend in Davos, Switzerland. Addressing a world 
economic forum, Viktor Chernomyrdin reaffirmed that his 
primary concern was over the financial figures for the state 
of the national economy. He described inflation in Russia as 
“problem number one,” repeating his pledge to focus on the 
task of staging a financial recovery. Aside from the obvious 
reasons—purely political ones—this express change of 
course was caused also by some purely practical consider- 
ations, an analysis of which suggests that one should not 
expect any major turnaround in the government's activities. 


So far three explanations have been put forward for this 
apparently surprise statement from Chernomyrdin. The 
reasons for his concentrated attention on the purely finan- 
cial aspects of economic policy, given in order, were pres- 
sure from Vice Premier Boris Fedorov, the emergence of 
new circumstances in the government's pursuit of its course, 
and finally, the logical evolution of the premier’s views on 
the economic reform in Russia. 


KOMMERSANT-DAILY analysts do not downplay the 
“Fedorov factor’ as something conditioning the present 
government’s actions. In addition to the vice premier’s 
purely professional skills, his positive assets include 
connections in international financial circles and a cer- 
tain amount of trust that he enjoys in the West. This 
trust is especially valuable for Chernomyrdin because his 
cabinet will never win as much support from the devel- 
oped democratic states as was given to the Gaydar 
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government, which in the eyes of Western public opinion 
became a symbol of Russian reforms. Therefore it 1s 
impossible to accept the view of Fedorov as being a 
lonely figure in the government without a team of his 
own. Since being appointed vice premier, he has become 
a magnet attracting all those who came into the govern- 
ment or its apparatus along with Gaydar. Virtually all 
advisers to the former premier have moved into the 
newly appointed vice premier’s apparatus. This even led 
to a formal reorganization of the premier's advisers as an 
analytical center, which in fact means the abolition of 
the post of adviser in the government structure. Gaydar's 
liberal-minded supporters who are rallying around 
Fedorov, contrary to the existing belief, continue to 
command sufficient levers to influence the major deci- 
sions made by the head of government. 


Nonetheless, to regard Chiernomyrdin’s recent statements as 
a result of pressure brought to bear on him by one person or 
another would be to exaggerate the importance of the 
subjective factor in the process of formulating state eco- 
nomic policy. It would be more logical to assume that 
Chernomyrdin was forced to modify his initial statements— 
that preventing further recession had top priority—by the 
rapid changes in the economy that took place in a little over 
a month since the election of the new head of government 
(e.g. a 10 percent price increase in the first week of January 
alone). In this situation, the ‘challenge’ to the Cherno- 
myrdin cabinet could have been posed by parliament, which 
on 15 January unilaterally increased the minimum pension 
by 90 percent. In addition to the purely technical problems 
that the government will have to resolve by | February—the 
date when the new pension scale is to go into effect—for 
example, to print some 180 billion rubles (R), it will be 
confronted with far more daunting tasks. Last year showed 
that an increase in pensions invariably induces an increase 
in minimum wages, and consequently in general wage levels. 
Aside from the now astronomical amounts of new money 
issues that compel the introduction of banknotes with 
increasingly higher denominations, this problem 1s bound to 
diminish budget tax revenues. Whereas in December the 
four-fold minimum wage figure, which is used to calculate 
production costs and is exempted from profit tax, was 
“merely” R3,600 rubles a month, in January it rose to 
R9,000 and in February it will amount to R17,000. 
According to the Supreme Soviet Planning and Budgetary 
Commission, new money issue prompted by the increase in 
pensions could exceed R1.5 trillion. Commission Chairman 
Aleksandr Pochinok believes that in the first quarter of this 
year, the increase in the amount of cash in circulation could 
reach RI trillion a month—in other words, three times 
higher than the fourth quarter of last year 


This notwithstanding, people in the new prime minister's 
entourage cite the production slump and commodity short- 
ages as being among the prime causes of inflation. One 
economist who aspires to the role of rising star in the new 
government told a KOMMERSANT-DAILY correspondent 
that “the main thing today is to cushion the effects of 
inflation for the fuel and energy sector, otherwise by next 
summer we will not have any fuel left.” Although a bit too 
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sweeping, this statement could give us a clue to under- 
Standing what the premier’s anti-inflation package is all 
about. An increase in prices for natural gas and coal, which 
is a foregone conclusion (see KOMMERSANT-DAILY of 
19 January), along with the inevitable increase in wages, will 
bring about a new wave of inflation whose impact on the 
fuel and energy sector will necessitate either another round 
of price increases for its Output or a scaling down of 
production. From the premier’s point of view, should this 
happen, fighting inflation will become synonymous with 
fighting recession. What sort of anti-inflation policy the 
cabinet may choose to pursue KOMMERSANT-DAILY 
will report in a week's time, on 9 February. 


Volskiy Addresses Congress of Industrialists, 
Entrepreneurs 


934E0055A Moscow RABOCHAYA TRIBUNA 
in Russian 6 Feb 93 p 2 


{Article by Arkadiy Volskiy, chairman-coordinator of 
the International Congress of Industrialists and Entre- 
preneurs: “The Market is Multi-stage and Sensitive to 
Crude Selfishness’’] 


[Text] Attempts are often made to explain the economic 
crisis which our states are experiencing by the burdensome 
heritage from the past and the inevitablility of a slump 
during the transition from a centrally planned to a market 
economy. This is indeed so. But it is not the whole truth. In 
many respects the depth of the crisis is determined by the 
destructive influence of two fundamental processes. 


Firstly, as a result of a fallacious economic strategy followed 
from the very beginning. It was based on the illusion that 
Our countries can easily enter into a market economy solely 
through the immediate and complete liberalization of prices 
and importation. Those who have developed this strategy 
have assumed that 1! will ensure the stabilization of mone- 
tary circulation and will restore industrial production pri- 
marily through foreign investments. However, in practice, 
this strategy has brought on a slump, the total collapse of the 
standard of living, and inflation and also engendered pro- 
found distrust on the world financial markets. 


Why wasn’t such an economic strategy corrected in time? 
Everyone is now asking this question. In my opinion this is 
a consequence of the distrust of many of the ambitious 
theoreticans who have come into the government, at least in 
Russia, of the opinion of practical industrialists who 
asserted that the reforming of the national economy can be 
successful only when it is based on a realistic structural 
policy, which strictly seq: entially and in stages makes ready 
the entry of the various economic sectors and branches into 
navigating in the free market. 


Secondly, the reason for the drastic deterioration of the 
economic life of our countries, without any doubt, lies in the 
destruction of economic ties. It is obvious to us industrial- 
ists and entrepreneurs, as to no one else, that the disintegra- 
tion of the economic relations which had developed, the 
development of elemental barter, and the sharp decrease in 
capital investments aggravates the situation and makes 
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emergence out of the crisis extremely complicated for all the 
states of the CIS. The rupture for various reasons of the 
economic ties which had developed under the admuinistra- 
tive system has not been compensated for by the establish- 
ment of horizontal market ties, which has become a separate 
serious factor in the slump of production. 


We have a very high degree of technological and raw 
material dependence on each other, and the processes of 
restructuring production within the states in order to 
replace the ties of cooperation which have developed 
over the years will take decades and will require trillions 
of rubles. And it is altogether impossible to change some 
things. Without exception all the states have already 
experienced this in the examples of energy-bearing 
resources, metals, timber, cotton and other products. 


Due to the lack of competitiveness of the machinery and 
equipment being produced we will be compelled for a 
long time yet to direct our attention only to our own 
markets. And who needs us in the West? 


A similar situation 1s developing in the financial sphere. 
Our national currencies and securities, primarily shares, 
are essentially not quoted in the world financial markets, 
and it would be simply stupid to sell them off on the 
cheap. That is why even here our countries will be forced 
to look to one another to a considerable extent. 


Our countries do not have the necessary financial and 
material resources available. This is an obvious fact. In 
this connection a system of industrial development pri- 
orities should be established which should be approved 
at the state and subsequently at inter-state levels. The 
drawing-up and assessment of the appropriate projects 
and integral programs of practical actions could be 
entrusted to unions of industrialists. 


Considering today’s situation, the basic group of priority 
directions should include projects which presume their 
implementation in the very near future. They should be 
direcied, it seems to me, to the creation of highly efficient 
production units and the introduction of new technologies 
for the processing of agricultural raw material, ecologically 
pure and resource-saving processes in power engineering, 
mining and smelting production and chemistry, and for the 
processing of secondary resources. By the way, world mul- 
tinational corporations also flourish precisely in such direc- 
tions. 


More specific joint tasks for the creation of competitive 
high technologies and equipment should be singled out 
within the priorities. There is the potential for this, 
especially in the air and space sphere. Next, emphasis 
should also be given to the expansion in a very short time 
of the production of medicines, medical equipment, and 
diagnostic, ecological monitoring, and environmental 
protection equipment, the need for which in our coun- 
tries is being met only by 60 percent. 


In the very near future one can hardly count on a quick 
cessation of the slump in industrial production which 
has been caused by the rupture of cooperative economic 
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ties between the enterprises of our countries. The task, 
apparently, should come down to averting a further 
intensification of such a rupture, applying maximum 
efforts to restore rational economic ties, and promoting 
the development of integration and the establishment of 
ties, including those between entrepreneurial structures. 
And in this respect it 1s practically impossible to escape 
from a crisis situation and go over to the market without 
a certain strengthening of state methods of economic 
management. This is borne out by all world experience. 


Government Should Aid Production of ‘Needed 
Goods’ 


934E0055B Moscow IZVESTIYA in Russian 6 Feb 93 
ps 


[Unsigned Article under the rubric “The Editorial Staff's 
Viewpoint”: “Not Production in General Needs to be 
Saved, but the Producers of Needed Goods’’] 


[Text] The cry is universal: everything, the end, an abyss— 
industrial production has collapsed! And few people will ask 
themselves the question: but what production, strictly 
speaking? How will it end up for us, that is, the country and 
the people? Finally, what will we get from it? 


According to the statistics the overall volume of industrial 
production has indeed declined during the past year. Figures 
are given—from 18 to 21 percent. The slump is serious. It is 
ridiculous not to take notice of it and the fact that it 
increases social tension is not to be doubted. But does this 
mean that the state should, as it was under the administra- 
tive-command system, rush headlong to save production in 
general? Or, by continuing the reforms, will we still evaluate 
any production specifically—not by the state pocket but by 
the pocket of the consumer? 


Otherwise, you see, what happens? Production “in gen- 
eral” has declined by 20 percent but, let’s say, the 
smelting of pig iron only 7 percent, the mining of coal 9 
percent. At the same time the output of dairy products 
has decreased two times and that of cloth and shoes by 
33 percent. It is not enough that our economy, as before, 
is wasteful and uses up a great deal more raw and other 
materials per unit of gross national product than the 
developed countries. It is precisely the raw material 
branches, precisely heavy industry that require the most 
loans today. But exactly this route over the decades also 
has led us to the present catastrophe. 


It is very surprising that the people directly determining 
economic strategy and tactics cannot understand this. 
Although, on the other hand, why indeed be surprised if 
we have a vice-premier, responsible for industry, preoc- 
cupied with saving finances and the chairman of the 
Central Bank with saving production... 


All right, before perceiving a production slump “in 
general” in a panic, one can refer to the course of the 
reforms in a number of the former socialist countries of 
Eastern Europe. In some, as, for example, in Poland or 
Czechoslovakia, the economic situation today looks 
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much more preferable than ours. And the fact is that 
quite recently they experienced an even more drastic 
decrease in industrial production. And is not why they 
are gradually emerging from the crisis because the real 
price of particular production has begun to be deter- 
mined as a result of the reforms? 


New Tax Plan Would Hit Successful Businesses 


MK0302130193 Moscow KOMMERSANT in Russian 
No. 4, 1 Feb 93 p 5 


[Nikita Kirichenko, Andrey Shmarov article: ‘Prepara- 
tions for Tougher Taxes: The Hand That Gives Has 
Grown Impoverished, And Is Preparing To Take Away 
on a Large Scale’’] 


[Text] According to information obtained exclusively by 
KOMMERSANT from a confidential source, prepara- 
tions are under way for the imposition of a number of 
new taxes in Russia, which will substantially reduce 
business efficiency. 


KOMMERSANT'’s experts, even in their most compla- 
cent mood, cannot imagine the finance ministry (of any 
country) calmly observing a reduction in tax revenue 
into the budget and targeted extrabudgetary funds 
(which are ultimately under government control). 


At the same time, it is well known that from the 
beginning of the year new value added tax (VAT) rates 
(eight points lower) came into force. And last week, 
following the setting of a new minimum wage (see the 
text of the document on page 19), the profit taxation base 
was also reduced. 


Remember that when tax on profit is calculated, tax at 
the 32 percent rate is payable not only on the balance- 
sheet profit, but also on that part of the wage fund that is 
in excess of four times the minimum wage rate for the 
registered number of employees (which is in effect equiv- 
alent to an increase in the real rate of profit tax). 


Henceforth the “painless’’ wage amounts to not 3,600 
rubles [R] (four times the previous minimum of R900), 
but 9,000 (four times the new minimum of R2,250). 
That is why the taxation base has been reduced: With an 
average wage, in the national economy, of R13,000, in 
December R9,400 fell into the taxable category, whereas 
in January the figure is only R4,000. 


Our calculations show that in September the real rate of 
profit tax (taking into account that part of the tax that is 
payable on sums in excess of four times the minimum 
wage) was not the legitimate 32 percent, but 42 percent. 
By December the real rate of profit tax (taking into 
account the increase in average wages while the min- 
imum remained unchanged) had risen to 50 percent of 
the balance-sheet profit. 


Now, because of the reduction in the tax base, it is only 
39 percent. Calculated in annual terms (as of December 
1992), that means a loss to the budget, in terms of profit 
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tax alone, of more than R1,500 billion, or more than 
one-third of all tax revenue. Combined with the reduc- 
tion in the VAT rate, the income side of the budget could 
be halved, which would mean, in effect, the collapse of 
all budget programs for 1993. 


The Finance Ministry has decided to close this “gap” by 
increasing tax pressure in other areas. 


In particular, according to information obtained by the 
KOMMERSANT editorial office from a confidential 
source, a draft is now being drawn up under which all 
wage payments above the limit of four times the min- 
imum wage will be doubled for the purposes of inclusion 
in the tax base. That is, if you pay a worker an additional 
R1,000 over and above the R9,000, you will pay profit 
tax not on just the extra 1,000, but on R2,000. Which is 
not pleasant. But if it happens, the tax base will be 
broadened again, and the predicted losses will be com- 
pensated for to a significant degree—to the tune of 
approximately R1,100 billion (or more than 73 percent). 


Whose profits will be drawn on to rescue the income side 
of the budget? Mainly, of course, those enterprises where 
the average wage is above R9,000, that is, primarily 
nonstate businesses. It is here, in our evaluation, that 
labor is most productive and produces the highest 
return. Efficient state enterprises will also suffer. In other 
words, despite ominous hints in the government finan- 
cial and economic program about stopping hidden sub- 
sidies to low-profitability enterprises, in practice a 
marked reduction in tax rates has been planned for them. 
The entire taxation plan basically means an elementary 
redistribution of earned income from the rich to the 
(closely related) poor: According to rough estimates, 
about 60 percent of the additional taxes will be paid by 
20 percent of independent entrepreneurs. 


For a specific firm, the figures look roughly like this. The 
effective tax rate will increase, for you, by approximately 
one-third. A small enterprise with a staff of 10 and an 
average wage of R30,000 (which is actually less than the 
average in business) will pay, over a year, additional 
taxes of more than R1.5 million. But that is only pro- 
vided that wages do not increase. Otherwise—and this 1s 
the far more likely case, because of inflation—the loss 
will be substantially greater. 


It is proposed that the additional concessions which the 
government has established for farmers selling produce 
into state resources (decree No. 63, 23 January 1993) will 
be compensated for by introducing contributions to the 
extrabudgetary agrarian support fund at a rate of 3 
percent of the value of the produce sold. At today’s 
prices the introduction of a new sales tax will bring the 
treasury an additional R500 billion or more. And the 
worst hit will be the middlemen, since for them the new 
sales tax will eat up at least 60 percent of the commission 
percentage that is customary today. 


But that is not all the surprises the Chernomyrdin govern- 
ment has lined up for “‘storekeepers.”’ It has become known 
that the Finance Ministry is preparing to extend further the 


FBIS-USR-93-019 
24 February 1993 


list of Russian-made goods subject to excise duty. Refriger- 
ators and microwaves will most likely be added to this list 
(in addition to spirits, tobacco, crockery, and vehicle 
spares). Since duty at the appropriate rate will also be 
exacted from imported goods, this will strike a severe blow 
against the efficiency of foreign trade operations. This 
measure, if it is adopted, will prove particularly painful in 
conjunction with the decision already adopted to impose 
VAT on imported goods. Let us remind you that from | 
February VAT will be charged on all imported goods (raw 
material, equipment, components), including those for your 
own consumption, upon entry into Russia, even if these 
goods are not intended for sale. 


The context in which the tax innovations are being 
prepared is interesting. VAT concessions on software 
and licenses for the use of intellectual products have 
already been revoked (from the beginning of the year), 
which will primarily cut the profits of many firms 
engaged in scientific innovations 


On 29 January the Supreme Soviet also adopted a law under 
which, on exportation to nearby foreign countries, VAT will 
be charged to the exporter at the rate in operation in those 
countries. Yet in Belarus, Uzbekistan, and Tajikistan the 
VAT rates are higher than Russia’s—at the level of 25-28 
percent, while in Ukraine, Azerbaijan, Turkmenistan, Kyr- 
gyzstan, and Armemia the concessionary (10 percent) VAT 
rate for essential goods does not apply. 


Contributicns to extrabudgetary funds have also undergone 
some changes. Thus a letter from the Russian State Taxation 
Service which was issued last week (see the text on page 28) 
explains that a tax payable to the road fund is now being 
imposed on the resale of fuels and lubricants. Tax will now 
also be payable, at a rate of 40 percent of the price, on motor 
vehicles purchased abroad. Prior to | January, Article 7 of 
the RSFSR Law “On Road Funds” did not apply to deals 
for the purchase of motor vehicles which were carried out 
outside Russia. 


The change in the taxation structure being carried out by 
the government not only indicates its intention only 
partially to adjust the course of the reforms, but also 
shows a major change for the worse for small and 
mediurn-sized business. Along with large-scale financial 
losses for independent entrepreneurs, a tax environment 
which 1s aggressive toward the new economy will prompt 
a major readjustment of long-term plans and investment 
programs at nonstate enterprises. Ultimately, by the end 
of 1993 this could lead to changes at the macroeconomic 
level which will adversely affect the development of the 
market environment. This will only be avoided if the 
government actually succeeds in dealing with the 
growing inflation rate and creating real incentives to 
investment in production. Only then will future infla- 
tion-proof profits cover all today’s losses. 
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POLITICAL AFFAIRS 


Kuchma Government Profiled 


934K0208A Kiev UKRAYINA MOLODA in Ukrainian 
22 Jan 93 p 4 


{Article by Dmytro Tabachnyk: “A Team That Does Not 
Like Playing Politics: The Government of Leonid 
Kuchma in the Setting of Modern Ukrainian History”) 


[Text] For the first time in the last three centuries, 
representatives of the supreme government circles of 
Russia have at least something about Ukraine to envy. 
The election of Leonid Danylovych Kuchma, 54, the 
former general director of the largest missile plant in the 
world, to the post of the prime minister of an indepen- 
dent Ukraine, the formation of a coalition government 
by him, and the pace of economic reforms proposed by 
the new Cabinet of Ministers are the reasons for this. 
Ukraine accomplished, through a regular vote in the 
parliament, what became possible in Russia only after a 
hard and exhausting struggle, after a special Congress of 
Soviets of Russia [as published] (1 mean a coalition 
government of reformists and pragmatists). 


However, extremely little is known at present about L. 
Kuchma and the composition of his government. What 
do the new Cabinet of Ministers of Ukraine and its 
leader stand for? 


First of all, the coming to power of the L. Kuchma 
government represents a qualitative cadre turnaround at 
the highest levels of state power in Ukraine. For the first 
time, a prominent practitioner-industrialist, who may be 
considered a representative of the modern community of 
managers, assumed real power, rather than a hereditary 
official, a representative of the state-party oligarchy 
which evolved during the decades of totalitarianism. 
Unlike his predecessors, representatives of the supreme 
nomenklatura who headed the government of the Ukrai- 
nian Soviet Socialist Republic, Leonid Kuchma is a 
company man through and through, who put in 32 years 
at the same enterprise. He did not have years of condi- 
tioning in regional or central structures of the Commu- 
nist Party, did not work for a single day on the staff of the 
Central Committee or oblast committees, did not attend 
higher party schools, and was not advanced in a planned 
manner, by decisions of the Politburo, through ministe- 
rial appointments to the office of the prime minister, as 
did V. Shcherbytskyy, V. Masol, and V. Fokin. Likewise, 
he was never elected a member of the Central Committee 
of the Communist Party of Ukraine, or a deputy of the 
Supreme Soviet of old terms. 


As I see it, for this very reason L. Kuchma is not 
organically associated with the still extremely powerful 
stratum of the old supreme bureaucracy, which is not 
able to even control the actions and decisions of the 
prime minister and his government, to say nothing of 
directing them; hence the high degree of independence of 
the economic decisions of the cabinet, the high speed of 
market-oriented reforms, and the serious development 
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of decisions and edicts by scientists, specialists, and 
experts which was excessively lacking in the decisions of 
the previous government. However, the remnants of the 
old supreme officialdom, which are « ncentrated in 
various apparatuses and especially in regions, still con- 
trol quite a number of important positions. In the 
immediate future, they may be expected to resist the 
reformist economic actions of the government most 
formidably, to pervert and distort the essence of the 
edicts at the local level, and to openly fail to implement 
them. The prime minister is, accordingly, trying to put 
together his own, quite young, capable team as a coun- 
terbalance. 


Even outwardly, Leonid Kuchma—an open, simple, and 
energetic man with tired eyes—is strikingly different 
from officials of whom the supreme echelon of power 
consisted until recently. For many of them, high office 
was a cherished dream, their life goal, and virtually the 
only means to live affluent!y. For L. Kuchma, who has 
always been a man of action, the post of prime minister 
is not absolute in terms of his success, or -ome excep- 
tional value in life. To him, the position is merely a 
powerful instrument for implementing the concepts of 
the market-based renewal of the Ukrainian economy. 
Recently, the prime minister stated to journalists: “If I 
am forced to go, I will not see it as a tragedy of any kind; 
at the very least, I will leave to my successor normal 
opportunities for work, a normal attitude toward the 
government as a power rather than a pawn in political 
games...” 


Kuchma became the 30th leader of the Ukrainian gov- 
ernment in the last 75 years. Compared to his predeces- 
sors, he is unfit for the role of leader as far as his age 1s 
concerned: \t the time of appointment, Heorhiy Pyata- 
kov, 28, who headed the Workers’ and Peasants’ Gov- 
ernment in 1918, was the youngest head of the govern- 
ment of Ukraine. Vitaliy Masol, 59 (at the time of 
appointment in 1987), who served as chairman of the 
Council of Ministers of the Ukrainian Soviet Socialist 
Republic, was the oldest. However, the prime minister of 
Ukraine is almost three years younger than the average 
Statistical prime minister of a European country. 
Besides, L. Kuchma is a university professor and a 
recognized authority in the nonpolitical sphere. He is 
also the first head of government in many decades who 
managed to pick the principal core of his team, at the 
very least, more or less independeuily: Previously, the 
Secretariat and Politburo of the Communist Party “‘rec- 
ommended” ministers, whereas after 1990, the Supreme 
Soviet of Ukraine monopolized this right. 


What 1s the government of Leonid Kuchma itself about? 
Without a doubt. it may be called the most highly 
educated in the entire history of Ukraine because more 
than one-third of the members of the Cabinet of Minis- 
ters have the academic degrees of doctors and candidates 
of sciences, or the title of professor; four—I.R. Yukh- 
novskyy, M.G. Zhulynskyy, I.M. Dzyuba, and P.M. 
Talanchuk—have been elected members of the Academy 
of Sciences of Ukraine. The L. Kuchma government may 
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also be considered one of the youngest in the history of 
Ukraine in the last 50 years. The average age of the 
members of the Cabinet of Ministers is 49. The three 
youngest ministers are Deputy Prime Minister and Min- 
ister of the Economy Viktor Pynzenyk, 38, Chief of the 
State Antimonopoly Committee Oleksandr Zavada, 32, 
and Minister of Forestry Valeriy Samoplavskyy, 40. In 
addition, the latter is a government veteran because he 
became minister at the age © 4. Another 10 ministers 
on the new team have barely turned 40. The appoint- 
ment, by L. Kuchma, of economist Serhiy Terokhin to 
the post of deputy minister of the economy, one of the 
key positions in carrying out market-oriented reforms, 
may be considered a model of the revolutionary renewal 
of the supreme spheres of state power. 


At the same time, the principle of continuity was upheld. 
Apparently, his experience as a director is a factor: L. 
Kuchma is in no hurry to destroy everything that was, 
but rather takes the path of a continuous, gradual recon- 
struction. This is precisely why well-known representa- 
tives of the older generation of managers have kept or 
received their positions. As of today, First Deputy Prime 
Minister I. Yukhnovskyy, 68, is the oldest member of the 
government. Minister of Finance G. Payatachenko is 61, 
and Minister of Internal Affairs Colonel General A. 
Vasylyshyn is 60. 


If we try to characterize the L. Kuchma government, it is 
not completely based on a party, or even a coalition of 
parties. That is to say, it was neither brought to power 
by, nor does it draw on the full support of any of the 
political parties of Ukraine; accordingly, it is not 
restricted to a certain party program. It may be called the 
government of the “pragmatic party”’ which has sprung 
up in the ruins of the former nomenklatura “party of 
power’ as a complex symbiosis of the pragmatic segment 
of democratic politicians, the supreme officialdom, and 
the far-sighted stratum of the corps of deputies, influen- 
tial representatives of the business community. This is 
why the new Cabinet of Ministers is extremely diverse, 
coalition-based, and transitional between a government 
of the totalitarian system and one formed on the princi- 
ples of parliamentary democracy. The membership of 
the government reflects all of these peculiarities. 


Undoubtedly, the L. Kuchma cabinet is parliamentary 
rather than presidential; certainly, it was brought to 
power and endowed with additional powers precisely by 
the parliament, whereas President L. Kravchuk agreed to 
this apparently without much enthusiasm. Accordingly, 
people’s deputies of the current term of the Supreme 
Soviet hold 10 key positions in the government, 
including those of the prime minister, first deputy prime 
minister, four out of five deputy prime ministers, and 
head of the National Bank. 


First, the subordination of oblast state administrations, 
which were previously controlled by only the president, 
became one of the main results of the formation of the 
new cabinet. Second, there was a reorganization of the 
government through the “division” of power into two 
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levels. Six deputy prime ministers constitute the first 
level (in the V. Fokin government, at first three, and then 
four people were deputy prime ministers after reorgani- 
zation). All of them are new people who have not worked 
a day within the old cabinet. Ministers constitute the 
second level, at which the process of replacement and 
renewal is not so evident. 


In view of this, it is immediately understandable that the 
first level, which includes all deputy prime ministers and 
two economic ministries, and which has been replaced 
completely, controls the progress of economic reforms 
and concentrates within it the actual team of L. Krav- 
chuk. In addition, nine advisers of the prime minister, 
people who are absolutely new in the corridors of the 
supreme authorities in Kiev, also belong to the team. 
They include People’s Deputies of Ukraine T. Stetskiv 
and A. Korzh, well-known economists V. Ryzhov and O. 
Soskin, lawyer V. Osyka, and others. 


The heads of ministries and state committees constitute 
the second level, which so far has not been renewed as 
strikingly. However, this process is underway, and the 
appearance of new ministers bears testimony to this 
(minister of culture—prominent scientist I. Dzyuba, 
ministers of agriculture and foodstuffs and of architec- 
ture and construction—the powerful practitioners Yu. 
Karasik and Yu. Serbin). At present, the ratio of “old” 
and new cadres in the cabinet stands at 21 to 15, or 58 
percent to 42 percent. However, it is precisely the new 
team of L. Kuchma that has more real power and 
influence on the course of economic transformations. In 
all of this, we should stress, for the sake of fairness, that 
the term “old ministers” is quite relative and formal: 
There are several nominees of national-democratic 
forces among them, such as Minister of Education P. 
Talanchuk, Minister of Health Care Yu. Spizhenko, and 
Minister of Defense K. Morozov—people who have 
ridden the wave of democratic processes to the top. In 
addition, they include Minister of Justice V. Onopenko 
(appointed in August 1992), Minister of Transportation 
O. Klympush (March 1992), Minister of Labor M. 
Kaskevych (November 1991), Minister of Communica- 
tions O. Prozhyvalskyy (April 1992), and Minister of 
Social Welfare A. Yershov (September 1991). By now, 
there is virtually not a single minister among the ‘old 
ones” who had a career in the apparatus of the Central 
Committee of the Communist Party of Ukraine or held 
other high offices in party structures. As a rule, all of 
them are high-caliber specialists who show devotion to 
the market-oriented course of the government and the 
reformist plans of the prime minister. 


The composition of the deputy prime ministers, that 1s, 
the immediate entourage of L. Kuchma, is interesting to 
analyze. They represent all regions and a majority of the 
social strata of the management intelligentsia. Two of 
them (I. Yukhnovskyy and V. Pynzenyk, the driving 
force of economic reforms) come from Lvov, which 
amounts to, on one hand, recognition of the radicalism 
of the ““Ukrainian Piedmont” and the creative potential 
and persistence of the Galicians, while on the other 
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hand, an insurance policy of sorts protecting the govern- 
ment against attacks by Rukh and its supporters. 
Another three (V. Yevtukhov, V. Demyanov, and Yu. 
loffe) are industrial “barons” or state officials, who come 
from the eastern part of Ukraine. This provides a guar- 
antee of mutual understanding with the community of 
directors and the management structures of the south 
and the east. This also imparts a considerable proportion 
of practical approaches and comprehension of economic 
problems to the operation of the government because 
Yu. loffe and V. Yevtukhov were directors of large 
enterprises until recently, anc V. Demyanov has experi- 
ence in governing a large and complex region because, 
for more than four years, he headed the oblast executive 
committee and the state administration of Zaporozhe 
Oblast. M. Zhulynskyy, the last deputy prime minister, is 
a member of Academy of Sciences of Ukraine from Kiev. 
Zhulynskyy, a person with moderate centrist views and a 
genuine intellectual, contributes to the government a 
particular charm and confidence on the part of the 
intelligentsia. He represents creative arts unions in the 
government, and symbolizes the policy renewal in the 
humanitarian area which is affirmed and materialized 
exactly through his high appointment. 


Naturally, reshuffling, dismissals, and replacements, 
which will adjust both the ministers’ own positions and 
their conformity to the new course, are inevitable in this 
cabinet, too. Political cataclysms are possible; after all, 
let us mention that it has already been a long time since 
our radicals demanded that someone resign. Undoubt- 
edly, they will definitely “make up” what has been 
missed. Yet another person will not be liked by another 
political force. However, it appears that the new prime 
minister will not “surrender” his people so easily—it 1s 
not in his character. For now, the initial pace set by the 
government for the development and adoption of new 
market-oriented edicts, and decisive measures in a fight 
against corruption and organized crime give us cause to 
hope that Leonid Kuchma will be able to form a capable 
team, and that Ukraine will be able to have a genuine 
government of national renewal for the first time in 
many years. 


Alignments Around Kuchma Government Viewed 


934K0207A Moscow NEZAVISIMAYA GAZETA 
in Russian 2 Feb 93 p 3 


[Article by Vladimir Skachko: “The Government Pre- 
sents an Anticrisis Plan: Its Supporters and Opponents 
Have Already Taken Up Position”] 


[Text] At the plenary meeting of the Supreme Soviet of 
Ukraine Seventh Session today the cabinet 1s to present 
a plan of action in realization and development of the 
‘Fundamentals of National Economic Policy of 
Ukraine” for 1993. The report will be delivered either by 
the prime minister himself or the vice premier for 
economic reform, Viktor Pynzenyk, minister of 
economy. At their news conferences they defined the 
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conceptual nature of the plan as follows: ‘We have no 
way other than to live badly today in order to live better 
tomorrow.” 


Inasmuch as the majority of deputies and the public also 
are already familiar vith the plan, and the plan itself will 
be the connecting basis of the government decrees 
already in force, we may sketch out its supporters and 
opponents both in society and in parliament. 


Although the government has in recent months shown 
that it does not intend to engage in bare populism, 
Leonid Kuchma’s cabinet still has a credit of public 
trust, and it 1s believed unconditionally or with reserva- 
tions by those who are convinced that Ukraine really has 
no other way out of the crisis. The public is impressed 
also by the government’s resolve to fight crime, mafia 
Structures, and the corrupt machinery of officialdom 
enriching itself at state expense. But this is merely the 
general background of the support. 


According to Leonid Kuchma, among politicians and 
political and public organizations there is no one who 
supports the government unreservedly. And this corre- 
sponds to reality since practically all the opposition, 
national democratic, and liberal democratic movements 
(Rukh, the New Ukraine association, and the majority of 
parties and entrepreneurial organizations of this persua- 
sion) have declared that they support the government 
strategically while reserving the right to criticize indi- 
vidual actions. These actions evoking criticism have 
been determined of late also: the tightening of govern- 
ment regulation of the public sector and its preservation 
and also price restraints, import-export regulation, and 
control of currency income. 


President Leonid Kravchuk and speaker Ivan Plyushch, 
leader of parliament, have declared that the government 
needs to be allowed to operate. Among the members of 
the Supreme Soviet Presidium, the majority support the 
government also, and the guardedness of the support for 
the government is explained by the fact that they, as 
politicians, are reluctant to openly tie their image to the 
unpopular actions of the cabinet in the eyes of the 
people. 


A far more clear-cut position has been adopted by the 
government's opponents. These include the far-left 
Socialist Party and its right-wing counterparts—the 
ultra-radical nationalists. The similarity of their posi- 
tions is simply explained: Both want to derive political 
dividends against the background of the very pro- 
nounced impoverishment of part of society. The social- 
ists, in addition, are proposing that a moratorium be 
declared on the privatization of the public sector and the 
sale of land and that the main attention be paid to 
stabilization measures, and only then to reform of the 
economy. All the political opponents of the government 
are demanding a broadening of social programs and are 
on this issue encountering the government's anti- 
inflation plans. The strongest ideological indictment of 
the government on the part of the socialists has been the 
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assertion of their leader, Aleksany Moroz, that the 
economic program of Rukh is be’ » implemented. Only 
the socialists and Rukh, incideni..'\.,, have offered their 
own comprehensive programs of cconomiic reform, 
which are of opposite content. 


The government is opposed also by the lobbyists of 
various entrepreneurial and bureaucratic circles 
enriching themselves at state expense and part of the 
corps of directors. To sum up their propositions, they are 
opposed to the state’s inordinate control of the activity 
of the enterprises under their jurisdiction, against the 
wage freeze, and against the immobilization of currency 
earnings and their return from overseas accounts to the 
treasury. The particular dissatisfaction of part of the 
corps of directors was evoked by the cabinet’s antitrust 
actions to curb the growth of prices of the output of the 
monopoly enterprises, its promises to terminate subsi- 
dies to insolvent enterprises, and its ban on the activity 
of brokerage and commercial structures at state-owned 
enterprises. 


Inasmuch as the government has declared its resolve to 
pursue a policy of economic reforms by combining 
market and administrative levers of management, this 
entire intricate “for” and “against” complex will unfail- 
ingly surface during discussion of the government’s plan 
in parliament. But the paradox is that if the opposition 
succeeds in provoking a parliamentary crisis or accom- 
plishing a constitutional coup (which is unlikely since the 
country’s leadership is acting as a common front and has 
temporarily united with the democratic opposition), 
Leonid Kuchma’s government will have an opportunity 
to operate in its own way, until, in any event, May, when 
the term of its special powers expires. Regardless of 
whether its plan is approved or not, what is more, as the 
government has the right to issue decrees and demand 
their fulfillment. The strength of the Kuchma govern- 
ment also is the fact that it is prepared, in the event of 
parliamentary obstruction, to resign, and the whole 
responsibility for the situation would have to be assumed 
by parliament. The new government, on the other hand, 
were it to be formed and were it not to want to return 
fully to the command-administrative system of manage- 
ment, would, for all that, operate the same way as the 
present one. A Russian version in Ukraine is hardly 
possible for the reason that Ukraine has yet to catch up 
with Russia in implementation of the reforms, and a 
return to socialism of the two countries could occur only 
synchronously in both policy and the economy. 


On 31 January-! February Leonid Kuchma himself 
visited Donetsk Oblast, where he met with the workers 
of industrial enterprises and cited as the purpose of his 
visit the establishment of direct contact with political 
and business circles of this region. “Politics is frequently 
mixed in with economics, and Kiev communicates with 
Donetsk via Ostankino. I came for direct dialogue. Had 
I done so earlier, we would have found a common 
language more quickly and have gotten down to business 
together,” the prime minister declared on republic radio. 
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Chornovil Declares Support for Kravchuk 


934K0226A Kiev NEZAVISIMOST in Russian 
29 Jan 92 p 2 


[Article by Stanislav Bondarenko: “Rukh Changes 
Course: Sensational Report of V\acheslav Chornovil’’] 


[Text] People’s Deputy of Ukraine Vyacheslav Chor- 
novil, the head of Rukh [People’s Movement for Pere- 
stroyka], called the present parliament a cancerous 
growth on the body of Ukraine. Despite the fact that the 
attempted antistate conspiracy of proimperial and pro- 
communist forces was foiled 18-21 January, he believes 
that the danger of a new and more organized offensive 
remains. 


A special Rukh statement “Concerning the Aggravated 
Political Situation in Ukraine” states in part: “On 20-21 
January in the session hall of the Supreme Soviet, 
communists (also known as socialists), chauvinists, and 
some of the directorate and representatives of kolkhoz- 
sovkhoz feudalism joined against the efforts of the 
government to bring order to our state home and to 
introduce at least some elements of reform. They were 
painfully hit by the decree prohibiting the establishment 
of small enterprises at state enterprises, which gave them 
a profitable opportunity to pick the people’s pocket by 
inflating prices for state products. Those who not unself- 
ishly and intentionally undermined the financial system 
of the state do not like the requirement of prepayment 
for products shipped to Russia, or the decree on accurate 
control that interferes with bleeding our consumer 
market with impunity. The apologists for the kolkhoz- 
sovkhoz system met with hostility the decree on priva- 
tization with the right to sell personal parcels of land and 
dacha plots, which became the first small step to agrarian 
reform in the village.” 


Inasmuch as the next threat to the young state came from 
within the walls of parliament, Rukh is once again 
advancing the slogan: “Ukraine is in danger!’ But the 
main thing is that it is planning a large-scale action: the 
spring for the collection of signatures for a referen. um 
on the question of reelections to the Supreme Soviet. i; .s 
possible that a proposal will be made for a unique dual 
referendum in which the attitude of the people toward 
the banned Communist Party of Ukraine will also be 
raised. Rukh is planning actions for the 60th anniversary 
of the famine and a public hearing in all oblasts con- 
cerning the criminal role of the Communist Party (on 
local factual material). 


V. Chornovil emphasized that much in the Supreme 
Soviet today is troubling, beginning with the position of 
the speaker, Ivan Plyushch, up to the surprising dis- 
covery under the roof of the parliament of an editorial 
office of the newspaper TOVARISHCH of the new 
communists (someone gave it shelter in the building of 
the permanent commissions!). V. Chornovil does not 
rule out a collective walkout by some of the democrats 
from the current staff of the Supreme Soviet. 
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But the most sensational news, which came from the lips 
of Vyacheslav Maksimovich, is that henceforth Rukh 
will support President Kravchuk. Of course, under cer- 
tain conditions. 


As it was revealed, this change was furthered by the 
recently held meeting between Kravchuk and Chornovil 
which showed that the president does not have anti- 
Rukh sentiments as previously thought. It 1s another 
matter that many of his representatives in the provinces 
and even people in his immediate circle create a false 
image of Kravchuk that distorts his true position. As 
examples, Chornovil cited the antipresidential and 
inflammatory actions of the leaders of the state admin- 
istrations of Lugansk and Donetsk Oblasts, and even of 
Kravchuk adviser Bogdan Ternopolskyy. The latter, 
speaking before a meeting of directors in one of the 
oblasts, in reply to a question concerning the mutual 
relations of the president and the new premier, said that 
there can be no question of mutual support or an alliance 
with Kuchma. 


The need to look into his own circle, and the request to 
arrive at conclusions (and perhaps, a purge?) is exactly 
the condition for cooperation with the president that was 
proposed by Rukh. 


Rukh also appealed to all democratic parties with an 
initiative to create and support the All-Ukrainian Anti- 
communist and Anti-Imperial Front (AAF). 


Form of Sevastopol Government Debated 


City Council Chairman Gives View 


934K0129A Kiev GOLOS UKRAINY in Russian 
13 Jan 93 p6 


[Article by Viktor Semenov, chairman of the Sevastopol 
City Soviet of /eople’s Deputies: “So Who Controls 
Whom?”’} 


{Text] The major structural changes that are taking place 
in the economy and in the social, political, and even 
spiritual spheres, and those that are still to come, assume 
the presence of a strong and effective authority. Without 
this, a threat arises of disorganization in society, a threat 
of catastrophe. Unfortunately, all these past years of 
transition from the totalitarian system have been char- 
acterized by the erosion of power. 


Even today, we do not have a professional legislative 
power, for which reason it is incompetent, and we have 
very weak judicial power. As for the executive power, the 
new prime minister, L. Kuchma, has assessed its condi- 
tion as critical. And with his arrival the nature of the 
executive power cannot be changed in an instant. Power 
at the local level is confirmed largely by the method of 
trial and error. They reorganized the old structure in an 
instant. But what did they create? Surely today we can 
say that we have taken at least one step forward in the 
rational organization of power or in recognizing the way 
to organize it? In my opinion, we cannot. 
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True, little by little we have recognized the need for a 
strong executive power. The firm hand of state admin- 
istration (1 have in mind its professional and compe- 
tence) is reaching to Sevastopol. 


But when we familiarize ourselves with the new laws or 
the drafts of laws, we find that their basis is not scientific 
but just amateurism and romanticism. Under totalitari- 
anism, the state was at the center in the organization of 
society. Now it will be the individual. The administra- 
tive-command system used to hold sway. Now it will be 
democracy. Here, they say, let us place the individual at 
the center of the social arrangement and let us introduce 
democracy, and all sources of social prosperity will move 
in full flow. But it does not and it will not, because what 
is needed is not to dash from one side to the other in 
management, but to find the measure for everywhere 
and everything. This measure is conditioned not only by 
the general law-governed patterns that operate every- 
where and at all times, but also by the specific situation. 
So perhaps it is not so important for us to study the 
experience of other states but rather to look into the 
specific features of the situation that has taken shape in 
the country in general and in particular regions in 
particular. 


In order to make a correct determination of the limits of 
local self-government, it is necessary to understand 
exactly who needs democratic institutions and under 
what conditions and to what extent they can be effec- 
tively used. 


So democracy is capable of carrying out the following 
functions: 


1. It is well capable of destroying. 


2. It serves as a “relief valve” for removing social tension 
between the people, the masses, and the authorities. 


3. It exercises a control function. 


There is no point in destroying anything today. We have 
destroyed everything that could have been destroyed. So 
the two last functions remain for democracy and they 
exhaust its extremely limited field of activity. Today 
what we need is precisely restricted chann ls for democ- 
racy. The central authority can dominate in everything 
else, but only on condition that it is competent. And also 
on condition that the central authority is intellectually 
strong. 


Proceeding from the above, the problem of the relation- 
ship between the central state authority and the organs of 
local and regional self-government should, in my 
opinion, be resolved as follows. 


A vertical is needed. One, not two. A new one. The prime 
minister has rightly demanded that a vertical be set in 
place from the Cabinet of Ministers. This means it is no 
longer needed directly from the president. And the 
institution of representatives of the president with ver- 
ticals from the Cabinet of Ministers has already 
exhausted itself. 








106 UKRAINE 


It is impossible to distinguish between executive power 
and local self-government at the local level. The attempt 
to do this was speculative in form and stupid in content. 
Let us clarify what was speculation and what stupidity. 


The speculation is that in the laws “On Representative of 
the President of the Ukraine” and “Local Councils of 
People’s Deputies With Local and Regional Self- 
Government” the legislator avoids calling things by their 
names. And, reading the first of these laws, we see that 
the representative ensures the realization of something, 
and controls something. But nowhere in this law can we 
find that he manages the entire local economy. And that 
is the main thing. True, mention is made of this in the 
provisions on local state administration. But that is not 
a law. And in the other law, which incidentally was 
passed a few weeks after the first, it is there, shyly written 
for the first time: The councils and other organs of local 
self-government empowered by them exercise control 
over property on behalf of the population of the admin- 
istrative-territorial units. In three months this formula 
has changed: Instead of organs of local self-government 
empowered by the councils, the function of managing 
communal property has been taken from the councils 
and transferred to the “organs empowered by the coun- 
cils.’’ So what are these? The answer to this question, 
incidentally, is central—the relationship between the 
local state administration and the councils—they have 
been “tucked away” in Clause 7 of Article 52 of the law 
on local councils. Just tucked away there. For nowhere in 
the law does it say that a council transfers management 
of communal property to the local state administration. 
But in Clause 7 of Article 52 of the law on local councils 
it does state that confirmation of the list of property that 
is transferred to the management of the local state 
administration lies exclusively within the competence of 
a plenary session of the council. 


If before this no bodies were named in the law to which 
communal! property would be transferred, then why in 
Article 52 is the local state administration named, rather 
than other bodies to which the council transfers property 
for management? The answer is clear: It is the result of 
speculation. It should have been written directly into the 
law that the council transfers management of property 
precisely to the local state administration, rather than 
implied. But the legislators decided to avoid this acute 
issue. 


But this is not the main thing. The main thing 1s the 
content. So where is this seen: The owner transfers his 
property to the management of a subject that is not 
legally responsible to him but that is responsible to a 
different subject, namely, an organ of central executive 
power? This really is an absurdity. And it does not affect 
only property. The council approves the budget, but 
execution of the budget is handled by the representative 
of the president, who is not answerable to the council. 
The council approves the plans and programs for eco- 
nomic and social development, but the representative of 
the president ensures their implementation. 
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The greatest contradi .on is to be found in matters 
pertaining to the regulation of land relations. In Articles 
17 and 19 of Chapter 2 of the Land Code it states that the 
transfer of land to Owsciship and the allocation of land 
for use are done by the soviet of people's deputies. And 
furthe:: The “corresponding soviet of people's deputies 
considers statements and in the event of agreement to 
transfer a plot to ownership....”’ or “within a period of no 
more than one month it grants permission to draw up a 
project for withdrawal."’ To whom? To their own corre- 
sponding services and the executive power. And further: 
the session. Is this logical? 


But with the introduction of the institution of the local 
State administration, with the corresponding services, 
the provisions on the local state administration assume 
that it “considers proposals on the allocation and with- 
drawal (redemption) of tracts of land and submits them 
to the soviet of people’s deputies for resolution. And 
according to the Land Code, they are rightly required to 
do so in the form set forth in the extracts quoted from 
Articles 17 and 19. But the executive structures are 
already part of the administration. It turns out that the 
city soviet must either introduce parallel executive struc- 
tures or delegate the right of allocating land to the 
administration, that is, abandon its lawful powers. 


So why have our legislators been unable to separate the 
centralized executive power and local self-government? 
Why have they virtually transferred to the local organs of 
the state executive power the management of the entire 
local economy? Because realistically it 1s impossible to 
separate centralized state power and local self- 
government. 


If state and executive power at the local level and local 
self-government cannot be separated, the vertical from 
the Cabinet of Ministers should go to the local executive 
administration, which 1s at the same time subordinate to 
the local self-government. Of course, it 1s not a question 
of total subordination of the local executive administra- 
tion to the Cabinet of Ministers or the organs of local 
self-government. The local executive administration 1s 
empowered along both the vertical and the horizontal 
within the limits established by law for the Cabinet of 
Ministers and the organs of local self-government. 


The Ukrainian Cabinet of Ministers should stop trying 
to manage what it should not manage, or what it is not 
asked to do. For example, the division of property. The 
central department store in Sevastopol, built with funds 
from the Ukrainian budget and intended for interre- 
gional servicing of customers, 1s recognized to be the 
property of Ukraine. We arc not against this. But I do not 
know how Ukraine will manage this object of property 
from Kiev. And it is difficult to hold back a smile when 
one reads a sentence to the effect that the store in 
Sevastopol is designed for interregional servicing of 
customers. When one thinks about these bureaucratic 
vagaries, one begins to sympathize with the local execu- 
tive power that has to affirm this in life. 
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The soviet and the soviet chairman are elected by 
universal suffrage. The soviet elects the head of the city 
administration. The competence of the soviet includes 
the following: monitoring the activity of the head of the 
city administration and his apparatus, approving plans 
and programs for economic and social development and 
the city budget, approving privatization programs, 
approving enforceable enactments affecting matters per- 
taining to the location of enterprises, environmenta 
protection, and sanitation, local taxes and fines, and 
responsibility for certain administrative violations of the 
law. 


The city administration should be stable, and one person 
should be its head. The head of the city administration is 
elected by the soviet for the term of his powers. His recall 
before the expiration of that term is effected by the 
Cabinet of Ministers with the agreement of the soviet by 
simple majority vote, or at the initiative of the soviet. 


The soviet is involved in monitoring the activity of the 
city administration, first and foremost the range of issues 
connected with regulating land relations and the man- 
agement of municipal property, both from the stand- 
point of legality and from dealing with irrationalism in 
its activity. The soviet should have a right to resort to the 
courts to apply to invalidate acts of the city administra- 
tion and to hold officials of the city administration liable 
administratively. The head has the right to resort to the 
courts to apply to invalidate acts of the soviet. 


This is how we see our arrangement for effective local 
power. 


Presidential Representative Gives View 


934K0129B Kiev GOLOS UKRAINY in Russian 
13 Jan 93 p 7 


{Article by Ivan Yermakov, Ukrainian presidential rep- 
resentative in Sevastopol: “Between the Hammer and 
the Anvil’’} 


[Text] The vice of complicated economic and social 
problems requires from the executive power energetic 
and effective actions instead of the great amount of 
effort and time that we now spend in debate between the 
city state administration and the city soviet of people's 
deputies. I know that the situation is the same not just 
here in Sevastopol but in many regions of Ukraine. And 
unfortunately this is happening because of the imperfect 
nature of legislative enactments designed to regulate 
mutual relations between the representative and execu- 
tive powers. 


Things have come to a pass wherein at one of the latest 
sessions of the city soviet, the leadership of the state 
administration was forced to make a statement on the 
impermissibility of the actions to disrupt the manage- 
ment of the city economy under the conditions of crisis. 
The deputies then reached what in my view was the 
correct decision, binding the leadership of the city soviet 
and administration to work out an appropriate position 
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on cooperation. The city soviet, however, went down the 
path of organizing a parallel management structure, 
striving to create its own municipal property fund. 


Thus, we again find ourselves on the brink of yet another 
reorganization of the executive power, the third in the 
past three years. In this kind of organizational shuffling, 
it is hardly possible to count seriously on efficient work. 
The more so if they sulk about in the lobbies of the 
Supreme Soviet thinking about new elections and new 
changes. 


If we do move on to the expensive satisfaction of 
elections, then it is advisable not to implement the 
schemes that are rejected today but to seek out 
approaches that are more effective and—the main 
thing—an algorithm for the management of a city that 
has been tested under the conditions of the transitional 
period in a number of democracies. 


Ata recent scientific-practical conference in Kiev on the 
problems of territorial management, the delegation from 
Sevastopol put forward an unconventional proposal to 
change the status quo. 


First we developed several versions, ranging from the 
scheme for self-government of the city used early in the 
century (with a duma, the members of the duma, a 
governor, and so forth) to an analogue of presidential 
rule. 


Nevertheless, taking into account the preparation of the 
law on the status of Sevastopol and the realities of the 
day, we proposed a model that was supported by the 
delegations from a number of regions in Ukraine. 


The essence of the proposals amounts to the following 
starting points: 


First, it is underpinned legislatively that elections of the 
organs of management on a territory take place every 
five years, and no one and nothing has a right to call new 
elections early, even the adoption of the new Constitu- 
tion. 


Second, The concept of a “strong mayor” is introduced, 
that is, the top official of the city, elected by the entire 
adult population of the region by direct ballot. 


Several models exist for the relationship between the 
mayor and the representative power. Under the condi- 
tions of the transitional period we considered it advis- 
able that the mayor: 


—giving due consideration to general elections, should 
be the “first deputy,” that is, should be the speaker of 
the soviet; 

—should personally form the administration; 


—should be personally responsible for the activity of the 
administration and the soviet; 
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—should be answerable for compliance with the laws of 
Ukraine, edicts and directives of the president, and 
decrees of the Supreme Soviet and Cabinet of Minis- 
ters; 


—should exercise priority of civil power in the city, 
which is a naval base; 


—should have the right of qualified veto on decisions of 
the soviet, with subsequent consultation within the 
Soviet and reintroduction of an issue at a subsequent 
session; 


—should have the right (in the event of complete lack of 
mutual understanding on the part of the soviet) to call 
for new elections to the soviet. 


Third, The city soviet is elected by territorial district, 
with a total numerical limit of 30 to 40 members, 
perhaps more, that is, based on practical expediency. In 
rayons, settlements, and cities of rayon subordination, 
soviets are not elected, but groups of deputies are created 
from among the deputies of the city soviet, who also 
cooperate with the administration. Organs of public 
self-government (self-government soviets for territories) 
interact at the level of city microregions. 


Some of the deputies of the city soviet may work on a 
semiprofessional basis, with possible rotation of depu- 
ties. The leader of the soviet secretariat, who is respon- 
sible for all currency work of the soviet, is elected from 
among the deputies. 


The soviet fulfills the representative function of self- 
government and is given the right to promulgate enforce- 
able and legal enactments with respect to a defined range 
of issues recognized by the courts and the procurator’s 
office. 


The soviet has the right to impose fines on remiss 
deputies, and even hold new elections for a district if a 
deputy does not work in the soviet. 


It is very important to define the range of issues that fall 
exclusively within the competence of the soviet and 
regarding which decisions are binding for compliance on 
the administration. These are approval of the budget and 
of programs for socioeconomic development, privatiza- 
tion, the environment, and so forth, that is, all long-term 
development programs. 


In this connection it is very important to strengthen the 
soviet’s right to monitor the course of compliance of 
approved programs by the administration. It is thought 
that the soviet should have a right to raise with the 
mayor the question of no confidence in a particular 
worker in the administration. 


At the same time, it is necessary to prohibit by law 
interference by the soviet in the operational and routine 
administrative activity of the administration and in the 
solution of tactical questions such as leasing, manage- 
ment of municipal property, current investment. and so 
forth. 
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For its part, in the event of lack of full mutual under- 
standing on the part of the mayor, the soviet has a mght 
to raise the issue in the Supreme Soviet to hold early 
elections for the post of mayor. 


Although the proposed scheme seems novel, | would like 
to stipulate immediately that no revolutionary transfor- 
mations are observed here. 


The soviet remains the main and decisive element of 
popular power. Yes, it is numerically smaller, but today, 
as we observe the debates stretching over days heid by 
the elected representatives at all levels standing there at 
the microphones, and see how gradually the essence of 
proposed solutions is drowned in a sea of amendments, 
we involuntarily think that a certain numerical threshold 
exists for constructive work, and at the city level this 
cannot be 200 people. 


As far as proposals to abolish the lower-level soviets are 
concerned, or, to be more accurate, to replace them with 
groups of deputies, that should not twist our souls too 
much. 


The effectiveness of the work done by these soviets is 
extremely low, and lack of the necessary levers to 
manage a rayon often turns sessions of lower-level 
soviets into a kind of Hyde Park Corner. 


I do not want in any way to insult the deputies who often 
do want to work but do not enjoy the conditions needed 
for this, but I do think it is necessary to raise the issue 


It is a matter of principle that the premise that the city 
soviet should be granted the right to promulgate munic 
ipal enforceable enactments. For today we have no 
opportunity even to define the size of fines with respect 
to administrative violations or to deal with the ceaseless 
struggle to keep cows off the grass, or trading at unau- 
thorized places, speculation with rubles, and so forth 


I think that granting the soviet such powers can serve 
only to strengthen its authority and importance 


The soviets do retain powerful, primarily financial 
levers, to influence the activity of the mayor. 


At the same time, while the creation of parallel structures 
in the soviet has been abandoned, the latter will have 
broad opportunities to work for the long term, which, to 
be candid, is something that neither the soviet nor the 
administration is in fact doing at this time; but the main 
thing is to raise to a more substantive level questions 
relating to monitoring the course of the decisions that are 
adopted. 


I would like readers not to be nostalgic for the strong 
hand in the scheme that has been proposed. Yes. the role 
of the executive branch of power shou!d grow, but the 
personal responsibility of the mayor for the decisions 
reached should also grow. 


There is ro doubt that general elections for the post of 
mayor should provide him with some guarantee of 
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autonomy in his work. At the same time, the possibility 
of raising the issue of early elections by either side will 
not make it possible to ignore the opinion either of the 
soviet or of the mayor. 


Combining the duties of mayor and speaker of the soviet 
should also be a certain factor for stabilization. 


A few words about the specific features of Sevastopol. It 
is a city of central subordination and unique in its 
structure not only in Ukraine but throughout the former 
USSR. 


It is made up of three cities (Sevastopol, Balaklava, and 
Inkerman), and the city rayons (urban settlements, about 
50 villages, and so forth). Moreover, the city is still the 
main naval base, now for two fleets. 


Earlier, the question of the supremacy of power in the 
city did not arise at all. The Sevastopol borough, which 
was led by a city chief who enjoyed the rights of a 
governor, was set up way back in 1873. 


In Sevastopol the city governor was simultaneously the 
commander of the military port and commandant of the 
city, and so it was admirals who were appointed to the 
post. So the answer to the question of who was in charge 
of the city was an unambiguous one. 


Today, alas, nothing is so explicit. On the one hand, 
according to the Constitution there is the authority of the 
soviet and there is the authority of the administration, 
while on the other hand, the authority of the military is 
entrusted to no one. 


Whether or not funds are provided for the social devel- 
opment of the region depends on this authority, and 
likewise whether or not agreement is given to the seizure 
of land that has been unused for decades and whether or 
not it is made part of the territory, even if there is 
information that state property is not being well man- 
aged, has historical monuments on it, and so forth. 


With the creation of the two fleets, the confusion has 
been growing. It is unclear who in the region should 
coordinate the involvement of the fleets and military 
units in the socioeconomic development of the city and 
implement the conversion program, or even simply 
resolve questions concerning interaction between ser- 
vicemen on the territory of the city if some of them are 
citizens of other republics, In this connection the priority 
should be given to the civilian authorities. It is advisable 
that the fleet commanders be members of the mayoral 
collegium and that the mayor be a member of the fleet 
military councils. 


Deployment of military units on the territory of the 
region should be accomplished on a contractual basis. 
Funds received as the result of fulfillment of defense 
functions should be transferred in full to the city budget 
to implement social and economic programs. 


The que*tion of reorganizing the authorities in Sevas- 
topol giving due consideration to the law on the status of 
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the city and the problems connected with the creation of 
special economic zones is becoming doubly urgent. Per- 
haps other models will be proposed for managing the 
territory. I and those who are in solidarity with me have 
proposed here our vision for solving the problem of the 
Sevastopol region. The main thing is to define our 
positions quickly, to move away from the endless reor- 
ganization, and give the power structures an apparatus to 
work in a stable way so that we do not feel that we are 
between the hammer of difficult economic and social 
problems and the anvil of opposition from the represen- 
tative organs of the local councils. 


Left, Right In Parliament Seen As Balanced 


93P50054 Kiev UKRAYINA MOLODA in Ukrainian 
29 Jan 93 p | 


{Article by Serhiy Dmytrychenko: “Parliament to the 
Government: You Give Us Decrees, but We Have a 
‘Veto’ on Them”’] 


[Text] Two months of work by the government under the 
extraordinary regime have not yet elapsed and 115 
people’s electors wish either to bring the restless govern- 
ment members to their knees or prompt their resigna- 
tion. 


The active anticrisis actions of the government, the first 
quite firm, decisive steps in the direction of reform and 
restoration of state authority, instantanously polarized 
the deputy corps of parliament into two clearly formed 
blocs: the left (social-communist), and the right 
(national-democratic). 


The struggle began. It was visible around the micro- 
phones, but the main struggle was in the cloakrooms. 
When it was understood that strength of the sides was 
approximately equal, this time the parliamentarians had 
enough sense to seek a compromise. Why? Now the right 
bloc in parliament has more than 200 deputies. That 
number is quite enough to block any vote, However, the 
positions of the national-democrats are clearly under- 
mined by the active quarrels between the numerous 
chieftains. The left bloc - the social-communists, had 
already lost the designation of the leading and guiding 
force in parliament. However, as the events of last 
month show, the timely raised ideas of social protection 
have a certain support among the proletarians in the 
southern and eastern oblasts. Thus, if the right resorted 
to the tactic of strict blocking of the decree which was 
worked out in the reconciliation committee under the 
leadership of Mykola Biloblotskyy (in which, incidently, 
the proposition of the Lugansk deputies on removing the 
powers of the government was included), then the left 
bloc would resort to revolutionary methods of struggle - 
strikes, rallies, demonstrations. In order to defend itself 
the government would inevitably have to use force in 
such a situation. This could become the beginning of the 
end of civil peace in Ukraine. 


In the event that the left bloc would be victorious, the 
Kuchma government stripped of its powers would 








110 UKRAINE 


resign. The next government would act to halt market 
reforms. It is most probable that our people, having been 
driven to the edge of dispair, would sweep out either one 
or the other. Fortunately political leaders understand 
this now. 


Thanks to the initiative of Leonid Kuchma and the 
persistance of Ivan Plyushch, a decree was adopted 
which has the force of a recommendation for the gov- 
ernment. The demand for the return of the powers 
delegated to the government by the Supreme Council 
was removed (for the time being). 


However, a new mechanism put into the order of busi- 
ness of the Supreme Council allows the operative place- 
ment of a “veto’’ on new government decrees. Under 
today’s conditions of approximate equality of political 
forces, such a disposition will actively foster an increase 
in the quality of dc rees. But at the loss of ... 


no for Rukh Support of President 
Sketched 


93P50055 Kiev VECHIRNIY KYYIV in Ukrainian 
29 Jan 93 p 1 


[Article by Svitlana Synyakova: “Rukh Supports the 
President”’] 


[Text] Those raised by the old state nomenklatura have 
created a thick smokescreen trying to convince the voters 
that they are striving in a totally disinterested manner to 
defend the interests of the impoverished people of 
Ukraine. But matters, as always, attest to the opposite 
conclusion. Even the draft law on criminal responsibility 
for those who hide hard currency in foreign accounts 
barely passed. Although it is known that this is one of the 
channels for the robbery of those very same workers, in 
whose name the “initiators of the call [for a new parlia- 
mentary session]"’ spoke so fervently. 


At last the smokescreen dispersed at the Wednesday 
session, when a decree was adopted on the social protec- 
tion of the population. ‘‘Friends of the people’ Deputies 
V. Yatsenko and V. Marchenko, having grabbed the 
microphone, one after the other renewed attacks on the 
chairman of the Supreme Council in order to attach two 
points. The first concerned confirmation by the law- 
makers of the fundamentals of foreign and domestic 
policy in February. Taking into account the fact that the 
CIS charter remains open for Ukraine, the intent was 
transparent - to force the president to sign it. The second 
point concerned the replacement of the leadership of the 
Supreme Council itself. Here the intent was no secret - it 
concerned the replacement of the representatives of the 
democratic forces, who had made it onto the Presidium 
only thanks to V. Ivashko, who at that time had pro- 
posed the quota principle. The People’s Council, a 
minority, had obtained several portfolios as chairmen of 
standing commissions. But now the majority does not 
even want to allow that. The behavior of M. Bilo- 
brotskyy, the former second secretary of the KPU 
Cherkassy obkom, who on the podium appeared to be 
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coordinator of the actions aimed at personnel changes, 
spoke for itself. “We are not afraid,” he declared defi- 
antly. Truely, what is there to fear when the last by- 
elections guaranteed an influx enlarging the old cohort in 
the Supreme Council. 


It is not difficult to forsee a battle at the seventh session. 
Above all around the Ukrainian president. 


At a press conference that took place on Wednesday 
during a long recess, Rukh chairman V. Chornovil 
announced that the exacerbation of the political situa- 
tion has induced Rukh to support the president. Under 
the condition that people who oppose the president's line 
leave his team. Judging from the conversation he had 
with L. Kravchuk, the Rukh chairman came away with 
the impression that this condition was received in an 
appropriate manner, since the president himself believes 
that pragmatists should work in the state administration. 


The Rukh leader viewed the Supreme Council in a 
somewhat new manner. “‘It is already a cancerous tumor 
on which it is necessary to operate.” A new campaign to 
collect signatures for its early dissolution is in the offing. 
A portion of the deputies from the People’s Council are 
preparing to walk out of the Supreme Council without 
resigning their seats. 


Observers believe that a boycott of that type will inevi- 
tably paralyze parliament. Now many deputies have to 
push not two or three, but five buttons during voting. If 
Ivan Stepanovych were a greater formalist, disallowing 
those ‘on duty” from voting for themselves and those 
absent, the sixth session would not have approved many 
decrees. 


Dnepropetrovsk Said To Be Disillusioned With 
Government Policies 


934K0149A Moscow TRUD in Russian 29 Jan 93 p ! 


[Article by Igor Ostrovskiy: “A Red Shift”) 


[Text] Dnepropetrovsk—In one major Ukrainian city 
after another, party and Komsomol organizations are 
being resurrecied. The Socialist Party is the leader by 
number of adherents. Two hundred and forty deputies of 
the Supreme Soviet have demanded that the ban on the 
Ukraiman Communist Party be repealed. A historic 
example stands in front of our very eyes—that of Lithua- 
nia. where after ‘wo years of government under national- 
radicals, the , arty of Aigirdas Brazauskas emerged vic- 
tonous in universal elections. 


The “turning red” of Ukraine cannot help but be 
alarming, a signal indicating danger of a recoil back. But 
here we should not blame the intrigues of the former 
party nomenklatura or the “hand of Moscow,” but rather 
other causes, deeper causes which affect broad and 
narrow layers of people. Chief among them—confusion 
and profound disillusionment. The expectations which 
were tied to independence and to our own path of 
development are being demolished. It turns out we are 
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not at all as wealthy as we imagined, and we are living 
poorly not because someone robbed us at one time. 


| recall very well that autumn day of 1991 and the 
triumphal welcome with which the miners and metal- 
lurgy workers of Krivoy Rog greeted candidate for pres- 
ident of Ukraine Leonid Makarovich Kravchuk. Fol- 
lowing the presentations it was felt that, for thousands 
and thousands of listeners, his election program had 
become their own. Donbass, the Dnieper Region, 
Slobozhanshchina, and Novorossiya voted in identical 
fashion. For them no other candidate existed. But now 
they see that the person they elected is sometimes 
oriented on political forces far removed from their 
interests. The process which has come to be termed 
“Lvovization of Ukraine” is steaming full speed ahead. 
Even the new Ukrainian orthography is henceforth ori- 
ented not on classical Kiev-Poltava dialect, but rather on 
the Lvov-Galicia dialect uncharacteristic of most of the 
population. 


But more than anything else, people inhabiting the 
developed industrial areas are disturbed at relations with 
Russia. By will of fate, the industrial regions of Ukraine 
are closely connected with Russian regions through close 
economic, production, and kinship ties. The striving to 
restrict these is a painful experience. 


It is here where people see, perhaps mistakenly, the 
causes of the shortages of energy sources, timber, and 
many other resources. Belarus is in the limelight, 
building relations with its eastern neighbor on principles 
of equal rights and friendship, as befits brotherly Slavic 
peoples. We look with envy on the successes of Belaru- 
sians, their stabilization of industry, halt in the fall of 
production, and a far higher level of provision of fuel, 
food products, and consumer goods. And no matter how 
often it is repeated that Russia has no petroleum for us, 
regardless of Ukraine's position on disarmament or its 
attitude on signing the CIS Charter, few people believe 
it 


Ever increasing numbers of people doubt the wisdom of 
the makers of Ukrainian policy, doubt their delicate 
understanding of the rules of the complicated interstate 
“game.”’ This doubt received confirmation during a 
press conference on the results of a meeting of Ukrainian 
and Russian leaders. Journalists tried in vain to ascertain 
just how the Tashkent meeting and forthcoming unifica- 
tion of five Central Asian states would affect the fate of 
Ukraine 


iam convinced that a special attitude has taken shape on 
this topic in the labor collectives. Many believe that 
Ukraine 1s henceforth on its own. On the one hand, we 
see the rapprochement between Russia and Belarus. On 
the other—the Central Asian states. With whom are we? 
There is a desire to link up with Europe. But what does 
Western Europe need with 50 million hungry people and 
their antediluvian production potential? Poland, 
Czechia, Slovakia, and Hungary are moving closer 
together. But it is doubtful that they would accept 


UKRAINE il 


Ukraine into their company. It is too large for them, And 
our East European “‘campmates” are sickened at the 
thought that still another elder brother may emerge. 


With whom are we? We are alone. Without our own fuel 
and many other raw material varieties—without which 
our industry is dead. 


We see the results of self-isolation. Everyone feels it in 
his bones, as they say. Within the composition of the 
former USSR, Ukraine was one of the most developed 
and prosperous republics. Today it is growing poor more 
rapidly than many other CIS countries. 


In February pensioners will each receive 10,000-12,000 
karbovantsy. But for this they will be able to purchase 
just one-third or one-fourth of what even 120 rubles 
could buy during the time of stagnation. The prices of 
basic food products have risen 200-500-fold, while the 
government limits wages to 57.5 times the average 1990 
wage. For many workers lunch in a plant dining facility 
and meat once a week on the family table—are castles in 
the air. 


Today the population is mobile. It is practically impos- 
sible to get train tickets at the counters. People who visit 
Russia, Poland, Romania, or Turkey can relate more 
than their fill of instances and observations for compar- 
ison. Poland is Ukraine's close neighbor. Several years 
ago it experienced the same—if not greater—fall in 
industrial production. But it survived. Thanks to liberal 
laws which encouraged trade and private commerce. A 
third of the population, 10 million Poles, temporarily 
became “peddlers of Europe.” 


They saved their country from massive unemployment, 
brought in the hard currency and Western experience 
that was so necessary. 


Poland was saved by liberal laws and private initiative. 
While our government, expecting to stabilize the 
economy and financial situation, is relying on rigid state 
controls. 


To the horror of millions of citizens the state is turning 
into a monster which 1s devouring what has been created 
by the people. Why is the largest army in Europe, with 
atomic weapons, being maintained? Who needs the 
Black Sea Fleet? At present Ukraine is supplying it with 
food alone. All the rest—fuel, armament, stores, and 
equipment, without which a ship is an immobile box, is 
provided by Russia. What if Ukraine has to hoist this 
additional weight upon its enfeebled shoulders? 


State administration is growing fat in front of our very 
eyes. It probably has more officials in it today than there 
were in the former ispolkoms [executive committees] 
and party committees. A large customs service is being 
established. Not only does it fence off Ukraine and 
disrupt economic and kinship ties—it is turning into a 
mafia organization as well. Those involved in foreign 
trade know how much has to be paid for each railroad 
car or motor vehicle crossing Ukraine’s borders... 
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You can see that there are as many reasons one would 
like for disillusionment. There is no longer any talk 
about the expectations people had when they went to the 
1 December referendum. Sociologists state with good 
reason that, were it held today, the results would be 
entirely different. 


There is a concept in astronomy regarding red shift. An 
observer sees scattering galaxies in a red light. Today 
Ukraine, against the will of the majority, is impetuously 
running away from its fraternal peoples. And people who 
can neither understand nor accept this are also, as one 
can see, swiftly “turning red.” 


ECONOMIC AFFAIRS 


Kuchma, Markov Statement on Forms of 
Financial Settlements 


934K0200A Kiev GOLOS UKRAINY in Russian 
14 Jan 93 p 6 


[Official Memorandum for Representatives of the Pres- 
ident, Ministries, Agencies, State Committees, and 
Administration of the National Bank and Commercial 
Banks of Ukraine] 


[Text] Having studied the forms of transaction pay- 
ments, the functioning of the payment system and stan- 
dards of the transaction payment documents in eco- 
nomic turnover of Ukraine and also for the purpose of 
ensuring efficient implementation of the monetary- 
credit policy, bank operations under conditions of actu- 
ally mobilized funds and introduction of efficient pay- 
ment systems, while proceeding from the general 
decision contained in the telegram from the Cabinet of 
Ministers No. 18-1576/98 of 30 July 1992 and that from 
the National Bank of Ukraine No. 2202 of 30 July 1992, 
the government of Ukraine and the National Bank of 
Ukraine reached the following conclusion: 


1. Deem the bank collection of outstanding balances 
with the use of payment demands to be unfeasible for 
further use in settlement of accounts and introduce 
forms of transaction payments as of | January 1993 
which correspond to modern management conditions 
and are capable of employing electronic technology 
while ensuring guaranteed accelerated receipt of funds 
with the use of payment authorizations, payment 
demands-guarantees, checks, letters of credit with the 
deposit of funds in the supplier's bank, and drafts. 


2. Payment demands received by the banks after | 
January 1993 for products shipped, work completed and 
services performed prior to | January 1993 must be 
resubmitted directly to the payer in exchange for a 
receipt with their registration in a special log. The fate of 
unpaid payment demands in card index No. 2 on | 
January 1993 is settled on the basis of an agreement 
between the bank and the clients. If the documents 
remain in the bank they are written off nonbalance 
accounts 9929 and 9932. At the same time it is necessary 
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to take into account that documents pertaining to funds 
subject to mandatory payment may remain in card index 
No. 2 as stipulated in Article 53 of the law of Ukraine 
“On banks, and banking operations” for the period until 
elaboration of a new mechanism for collection of such 
payments. 


Payments for bakery products, water, electrical energy, 
heat, for the use of telephones, for postal and telegraphic 
services, as well as payments for shipment of goods in 
settlement of accounts with railways, steamship compa- 
nies, and motor transport enterprises must be made on 
an advance basis. 


3. In order to ensure broad utilization of the checking, 
letter of credit, and draft forms of transaction payment 
commercial banks must work to conclude agreements 
concerning establishment of mutual relations as corre- 
spondents. 


4. Enterprises and banks are to finish work to comply 
with Paragraph 3 of government telegram No. 2202 of 30 
July 1992 regarding determination of the most progres- 
sive forms of transaction payments for enterprises and 
commercial banks. 


5. Commercial banks and their branches in Ukraine 
must immediately inform all of their clients regarding 
these decisions of the government and the National Bank 
of Ukraine. 


[Signed]L. Kuchma, prime minister of Ukraine 


[Signed]B. Markov, acting chairman of the board of the 
National Bank of Ukraine 


Supreme Council Decree on Socioeconomic 
Situation, Stabilization Measures; Social 
Protection of Populace; Work of Supreme Council 


934K0229A Kiev PRAVDA UKRAINY in Russian 
30 Jan 93 pI 


[Decree of the Supreme Council of Ukraine: On the 
Socioeconomic Situation in Ukraine and Measures To 
Stabilize it, To Effect Social Protection of the Popula- 
tion, and To Improve the Work of the Supreme Council 
of Ukraine Under Present Circumstances” published 
under the heading: “Waiting and Hoping’’] 


[Text] Having heard and discussed the speech of Prime 
Minister of Ukraine L.D. Kuchma “On the Socioeco- 
nomic Situation in Ukraine and Governmental Mea- 
sures To Stabilize it and Effect Social Protection of the 
Population,” taking into account the continued deep- 
ening of crisis phenomena in the economy and the need 
for more effective work on the part of the Supreme 
Council of Ukraine, and paying heed to the lack of 
deliberation and the haste with which a number of 
decrees and resolutions of the government have been 
adopted leading to increased social tension in society, 
the Supreme Council of Ukraine decrees: 
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1. To regard the joint activity of the Presidium, standing 
commissions of the Ukraine Supreme Council, and 
Cabinet of Ministers of Ukraine over the period of 
temporary suspension of the powers of the Supreme 
Council of Ukraine envisaged by Point 13 of Article 97 
of the Ukraine Constitution on the implementation of 
economic reforms, and the work done with decrees, as 
being defective; and the mechanism of interaction for 
passage of decrees in the Supreme Council of Ukraine as 
requiring significant changes. 


2. The Cabinet of Ministers of Ukraine will conduct an 
energetic study, jointly with commissions of the 
Supreme Council of Ukraine, of proposals and critical 
observations expressed in session, and will enter appro- 
priate corrections into governmental program actions 
and normative acts. 


To present for examination by the Supreme Council of 
Ukraine, prior to 29 January of this year, the plan of 
action of the government of Ukraine for implementing 
and developing the foundations of national economic 
policy for 1993, and in the first 10 days of February of 
this year—the indicative plan and budget for 1993 
taking into account the hard currency balance. 


The Standing Commission of the Ukraine Supreme 
Council on Economic Reform and Management of the 
Economy, Standing Commission of the Ukraine 
Supreme Council on Planning, the Budget, Finances, 
and Prices, Standing Commission of the Ukraine 
Supreme Council on the Development of Base Sectors of 
the Economy, Standing Commission of the Ukraine 
Supreme Council on the Agro-industrial Complex, and 
Standing Commission of the Ukraine Supreme Council 
on Social Policy and Labor will draw up conclusions and 
a supplementary report on these questions, taking into 
account the views of other commissions. 


3. In accordance with Point 5 of Article 114-5 of the 
Ukraine Constitution, to hear in February 1993 the 
annual report of the president of Ukraine on the situa- 
tion of Ukraine and on programs of domestic and foreign 
policy activity of the president and government of 
Ukraine. 


4. To recommend that the Cabinet of Ministers of 
Ukrain:, jointly with standing commissions of the 
Supreme Council of Ukraine, examine the following 
issues in budget discussions: 


—to officially determine for 1993, prior to | March of 
this year, the amount of the minimum consumer 
budget; if that possibility does not exist, to determine 
the poverty line not lower than the physiological 
subsistence level and introduce a mechanism for sys- 
tematic review of the amounts of the minimum wage, 
minimum pensions and benefits, depending on the 
scope of price increases; 


—to establish fixed prices over the period of stabiliza- 
tion of the economic situation for essential food 
products such as bread, milk, kefir, boiled sausage, 
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Sugar, salt, groats, and vegetable oil; to examine the 
possibility of introducing a rationing system or other 
form of standardized distribution of the above- 
mentioned products; 


—to resume the establishment of preferential travel 
terms for pensioners on city and suburban transporta- 
tion; 


—to examine the amounts of monetary allowance for 
funerals; to analyze the appropriate normative acts; 


—to stipulate as quickly as possible the recalculation and 
payment of pensions in accordance with the estab- 
lished minimum of | January 1993; 


—to introduce changes to the Decree of the Ukraine 
Cabinet of Ministers “On Income Tax From Citizens” 
by exempting from taxation assets received by citizens 
in the form of material assistance from trade unions, 
as well as funds received to reduce permit costs for 
stays at sanatoriums and health resorts; to review the 
fourth part of Article 2, so as not to consider proceeds 
received in-kind as part of aggregate taxable income 
for the calendar year at free prices; not to extend the 
fifth part of Article 10 to apply to kolkhozes at which 
the income tax from kolkhoz workers has been paid by 
the kolkhozes; to introduce changes to the Decree of 
the Ukraine Cabinet of Ministers “On Collection of 
Excise Tax,” so as to stipulate eliminating excise tax 
for barter transactions and transactions for sugar, for 
the producers of sugar raw materials, which is used in 
production output; to introduce changes to the Decree 
of the Ukraine Cabinet of Ministers “On Privatization 
of Assets in the Agro-industrial Complex,”’ supple- 
menting it with the right of privatization by labor 
collectives of agricultural enterprises and raw material 
suppliers for up to 51 percent of the value of the assets 
(shares) through their own funds on preferential terms: 
to introduce changes to the Decree of the Ukraine 
Cabinet of Ministers “On Tax on the Profits of Enter- 
prises and Organizations,” envisaging here the exemp- 
tion from tax on profit for producers of children’s 
items, greenhouse combines, and fish-breeding farms, 
to introduce changes to the Decree of the Ukraine 
Cabinet of Ministers “On Privatization of Land Par- 
cels,”’ eliminating from it the right of sale; 


—to analyze the situation related to wages and suspend 
Articles 2 and 3 of the Decree “On Wages” and Point 
3 of Article 4 of the Decree “On the Tax on Profits of 
Enterprises and Organizations”’; 


—to review Article 2 of the Decree “On Increasing the 
Amounts of the Minimum Wage and Pensions,” in the 
portion preserving the wage level reached in 
November 1992; 


—to exempt from value added tax children’s food prod- 
ucts, medicinal preparations, medical supplies, agri- 
cultural goods producers, volume of construction and 
installation projects accomplished through use of an 
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Organization’s Own resources at housing and public- 
service facilities, and in this regard to introduce 
appropriate changes to the Decree “On Value Added 
Tax”; 


—with the aim of averting further production decline, 
and of maintaining economic ties with the entities of 
economic activity of countries using the ruble as a 
means of payment, to adopt urgent measures to elim- 
inate the difficulties which have been artificially cre- 
ated—by Decree of the Cabinet of Ministers of 
Ukraine No. 675 dated 3 December 1992 and its 
corresponding instructions—in accounts and mutual 
relations with enterprises of Russia and other CIS 
countries; 


—to develop with the participation of trade union asso- 
Ciations, prior to the introduction of mandatory pen- 
sion insurance, a personal attribution mechanism for 
payments by citizens to the Pension Fund in the 
amount of one percent of wages, to be introduced 
prior to | May of this year; 


—to introduce state monopoly over foreign trade; to 
provide for the exclusive right to export production 
Output by producers and state organs only; to examine 
proposals of the Ukraine Supreme Council Commis- 
sion on Foreign Affairs relative to a legal basis deter- 
mining foreign economic activity; 


—to establish tax benefits for barter operations related 
to the material-technical supply of agricultural pro- 
duction during the period of spring work in the field; 


—to review the mechanism for indexation of savings 
deposits of the populace; 


—to resolve the question of tax benefits for philan- 
thropic foundations, institutions of charity, and their 
production subdivisions for activity which is regulated 
by statute. 


5. The National Bank of Ukraine will undertake urgent 
measures with respect to compulsory procedure for 
enterprise indebtedness-offsetting, and introduce pro- 
posals in accordance with these results and with existing 
legislation on declaring enterprises bankrupt when nec- 
essary. 


6. The Ukraine Cabinet of Ministers will decide prior to 
15 February 1993 the question of providing agricultural 
goods producers with fuels and lubricanis, plant- 
protection agents, and material-technical resources in 
the volume necessary for the organized conduct of spring 
work in the field, and will inform the Ukraine Supreme 
Council of measures adopted. 


7. The Presidium and standing commissions of the 
Ukraine Supreme Council will effect analysis of decrees 
of the government within five days of their adoption, 
and in the event it is necessary, will present them for 
examination by the Ukraine Supreme Council. 
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8. With the aim of effecting operationat review of 
decrees of the Ukraine Cabinet of Ministers and other 
urgent issues of the socioeconomic and political life of 
Ukraine, to establish the following procedure for orga- 
nizing the work of the Ukraine Supreme Council: 


four days of the first and third weeks of the month— 
plenary sessions; 


second week—work in standing commissions; 
fourth week -work in districts. 


[Signed] Chairman of the Ukraine Supreme Council I. 
PLYUSHCH 

City of Kiev 

27 January 1993 


Cabinet of Ministers Edict on Enterprise, 
Organization Profit Tax 
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(‘Edict of the Ukrainian Cabinet of Ministers: On Profit 
Tax for Enterprises and Organizations’’] 


[Text] 


Article 1. Definition of Terms 


The terms used in this Edict shall have the following 
meanings: 


—foreign legal entity: an enterprise created in accor- 
dance with legislation that is different from the legis- 
lation of Ukraine and located outside Ukraine; 


—permanent representation of a foreign legal entity in 
Ukraine: a bureau, office, or any other form of activity 
associated with the processing of natural resources 
with execution of work as envisaged by’ contract to 
construct, build, erect, assemble, adjust, and service 
equipment, and other similar work whereby the com- 
mercial activity of a legal entity is performed partially 
or fully, and also organizations and citizens repre- 
senting a foreign legal entity in Ukraine; 


—gross profit: profit that includes profit from the 
activity of an enterprise and from nonrealized opera- 
tions, and also other earnings not connected with the 
activity of the enterprise (dividends, interest, copy- 
rights and licenses, and other assets) received by it, 
regardless of the method of kind of income received 
and the method whereby this is reflected in the book- 
keeping; 


—dividends: income from shares or other rights that are 
not accounts receivable and that give a right to a share 
of income from other corporate rights, subject to the 
same tax regulations as income from shares, in partic- 
ular income from participation in the activity of other 
enterprises set up in Ukraine, including profit formed 








FBIS-USR-93-019 
24 February 1993 


as the result of profit distribution by an enterprise 
with foreign investments, which is transferred abroad 
to a foreign participant; 


—interest: income from accounts receivable of any kind, 
in particular from state securities and bonds issued in 
Ukraine, and pledges owed, including premiums and 
gains relating to such securities, bonds, and pledges 
owed, and also any income of an enterprise arising 
from loans made; 


—income from copyrights and licenses (royalties)}— 
payments of any kind received in the form of fees for 
the use of or for granting right of use of copyright on 
any work of literature, art, or science, including 
movies, recordings for radio and television broad- 
casting and video cassettes, and any patent, trade 
mark, blueprints or models, schemes, computer pro- 
grams, secret formulas or processes, or [passage illeg- 
ible} 


—tax credit: fixed-date deferment of a tax to be paid by 
an enterprise to a budget within a calendar year; 


—brokerage operations and deals: activity by enterprises 
acting as Commission agents in a commission contract 
or entrusted with an assignment in a contract. 


Article 2. Taxpayers 
1. The following are taxpayers: 


a) any economic subjects (including associations of 
them), banks and other credit institutions, financial and 
accounting centers and their branches, offices, and other 
separate subdivisions, and international nongovern- 
mental associations having income in a calendar year 
from activity in Ukraine; 


b) any other nonprofit organization if it has income from 
engaging in commercial activity. 


Taxpayers that pay profit tax as indicated in this clause 
are referred to hereinafter as enterprises. 


2. Foreign legal entities pay profit tax from activity in 
Ukraine through a permanent representation. 


Incomes of enterprises fully owned by individual foreign 
citizens as investors shall for tax purposes be considered 
income of that citizen and shall be subject to tax in 
accordance with the legislation of Ukraine on taxation 
for citizens. 


A foreign legal entity engages in economic activity in 
Ukraine through a permanent representation on condi- 
tion that it is registered in accordance with the procedure 
established for the location of the permanent represen- 
tation. 


Failure of a foreign legal entity engaged in activity in 
Ukraine through a permanent representation to register 
shall be regarded as concealment of profit (earnings) 
subject to tax. 
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Registration of the start or suspension of activity in 
Ukraine by a foreign legal entity should be made within 
one month after the start or suspension of its activity. 


3. State enterprises engaged in the basic activity of 
railroad transportation, civil aviation, and communica- 
tions shall conduct their accounts with the budget in 
accordance with the procedure established by the Ukrai- 
nian Cabinet of Ministers. 


Article 3. Object of Taxation and Procedure for 
Computing Profit Tax 


1. The gross profits of an enterprise shall be an object of 
taxation. 


In computing the tax of enterprises, profit and incoine 
received by them from sources in Ukraine and its 
continental shelf and the (maritime) exclusion zone, and 
also from outside Ukraine, shall be considered. For 
foreign legal entities the object of tax shall be profit and 
income that they receive from sources in Ukraine and its 
continental shelf and the (maritime) exclusion zone. 


2. Dues and shares, and also assets from voluntary 
contributions and considerations from citizens, shall not 
be subject to taxation. Here, profit received from the use 
of such assets shall be subject to taxation. 


3. Determination of profit from sale of output (or work 
or services) shall be done by deducting from earnings 
received (without value-added tax or excise duty) the 
cost of production and marketing included in the prime 
cost of output (or work or services). 


4. For enterprises engaged in commodity exchange oper- 
ations by means of direct exchange of commodities or 
completion of work (or services) through barter deals, 
earnings from sale of output (or work or services) shall 
for tax purposes be defined by the accounting method, 
based on the prices for such output (or work or services) 
prevailing on the date that shipping documents are 
issued, or the value of goods acquired for use in com- 
modity exchange operations. 


When self-produced output (or work or services) is sold 
at prices below prime cost or at prices lower than the 
goods acquired, for tax purposes the earnings from them 
shall be determined by the accounting method, based on 
the prices for the sale of similar output (or work or 
services), but not below production prime cost or the 
prices at which they were acquired. 


5. Profit from brokerage activity shall be [passage illeg- 
ible} 


6. Enterprise income received in a foreign currency shall 
be subject to taxation in aggregate with income received 
in the national currency, without special preference. 
Here, income in a foreign currency shall be calculated in 
the national monetary unit of Ukraine at the exchange 
rate of the National Bank of Ukraine on the date that the 
income is received. 
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7. For tax purposes gross profit is reduced by the 
following sums: 


a) rent payments made in accordance with established 
procedure to the budget from profit; 


b) income (dividends, interest) from shares, bonds, and 
other securities issued in Ukraine belonging to an enter- 
prise; 


¢) income from shared participation in the activity of 
other enterprises set up on the territory of Ukraine. 


Article 4. Expenses Included in the Prime Cost of 
Output (or Work or Services) 


1. Expenses included in the prime cost of output (or work 
or services) shall be determined in accordance with the 
basic provisions on the content of production (turnover) 
costs and formation of financial results at enterprises of 
Ukraine, as confirmed by the Ukrainian Cabinet of 
Ministers, giving due consideration to the special fea- 
tures in determining such costs in particular spheres of 
social production. 


2. Amortized deductions for full replacement of fixed 
capital, including accelerated amortization of assets, 
shall be made in accordance with legislation. 


Enterprises with foreign investments and the branches of 
joint-venture enterprises set up on the territory of other 
states with the participation of Ukrainian enterprises 
shall make amortization deductions for full replacement 
of fixed production capital in accordance with the stan- 
dards and procedure established for enterprises of 
Ukraine unless otherwise determined by international 
and interstate agreements and legislation. 


3. Costs of state enterprises to pay basic wages are 
included in the prime cost of output (or work or ser- 
vices). 


4. The value of expenses of an enterprise in a foreign 
currency shall be recalculated in the monetary unit of 
Ukraine at the exchange rate of the National Bank of 
Ukraine on the date of payment of material costs (or 
services). 


5. In a case in which a foreign currency is acquired in the 
Ukrainian market for the national currency to pay for 
import deliveries, the cost of the deliveries categorized 
as material costs shall be recalculated in the national 
monetary unit of Ukraine at the rate at which the foreign 
currency was acquired. 


Article 5. Determination of Taxable Profit of Foreign 
Legal Entities 


When determining taxable profit of foreign legal entities, 
the following special features of its formation shall be 
taken into account: 
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a) gross profit of a foreign legal entity received in 
connection with its activity in Ukraine through a perma- 
nent representation shall be subject to tax if such perma- 
nent representation prepares a separate balance sheet 
and (or) has an account in a bank in Ukraine; 


b) in a case in which the foreign legal entity engages in its 
activity not only in Ukraine but also outside it and does 
not keep a separate account for profit that makes it 
possible to determine the amount of profit from activity 
engaged in through a permanent representation in 
Ukraine, the amount of profit subject to tax may be 
determined on the basis of a calculation agreed between 
the taxpayer and the tax office monitoring its payments 
into the budget; 


c) if it is impossible to determine by direct calculation 
the profit received by a foreign legal entity from activity 
in Ukraine it may be determined by the tax office on the 
basis of gross income or costs involved, proceeding on 
the basis of the 30 percent profitability norm; 


d) foreign legal entities receiving as compensation for 
activity conducted in Ukraine through a permanent 
representation payment in the form of output or prop- 
erty shall pay tax on profit, and the size of profit shall be 
determined by using the contract prices, the prices of the 
main exporting organizations, or prices calculated on the 
basis of world prices for that or similar output or 


property. 


Article 6. Tax Rates 


1. The profit of enterprises, and also of foreign legal 
entities, received from activity in Ukraine shall be sub- 
ject to tax at a rate of 30 percent. 


Profit of enterprises received from the sale of securities 
shall be taxed at the rate of 15 percent. 


2. In addition to the amount of tax shown in Paragraph 
| of this article, profit tax is also imposed as follows: 


a) on brokerage operations, the organization of lotteries, 
and income derived from ine leasing of premises and 
particular kinds of property, at the rate of 15 percent; 


b) on auction sale of goods, output, and property shown 
on the list drawn up by the Ukrainian Ministry of 
Finance, at the rate of 20 percent: 


c) on casinos and other game houses (venues), automatic 
gambling machines and other gambling business (includ- 
ing income from leasing and other kinds of use), at the 
rate of 55 percent; 


d) on video studios and the screening of videos (regard- 
less of method of screening), rental of video and audio 
cassettes and copies of them, and also from mass con- 
certs and shows held in the open and in stadiums and 
sports halls and other premises where the number of 
seats available is greater than 2,000, at the rate of 40 
percent. 








FBIS-USR-93-019 
24 February 1993 


Tax On concerts and shows shall be paid separately for 
each performance. 


For tax purposes performances, concerts, circuses, and 
creative concerts held in theaters, concert halls, and 
circus premises intended solely for concert activity, and 
also performances held in accordance with a program of 
international, interstate, or all-Ukrainian festivals, com- 
petitions, and observances shall not be categorized as 
mass concerts or shows. 


3. Incomes of enterprises (except for foreign legal enti- 
ties) received from shares, bonds, and other securities 
issued in Ukraine, and also incomes of enterprises in 
Ukraine from participation in the activity of joint- 
venture enterprises set up on the territory of Ukraine, 
shall be taxed at the rate of 15 percent. 


Incomes of enterprises received from state bonds and 
other state securities shall not be subject to tax. 


4. Incomes of foreign legal entities not connected with 
activity in Ukraine through a permanent representation, 
and from dividends, interest, and other corporate rights 
whose sources are located in Ukraine, shall be subject to 
tax at the rate of 15 percent unless otherwise established 
by an international agreement on ta questions to which 
Ukraine is signatory. 


Income from copyrights and licenses (royalties) and 
from other income whose source is located in Ukraine 
and that is not connected with activity in Ukraine 
through a permanent representation shall not be subject 
to tax (except for incomes from freight) unless otherwise 
established by an international agreement on tax ques- 
tions to which Ukraine is signatory. 


Income derived from freight and paid to foreign legal 
entities in connection with international shipments shall 
be taxed at the rate of six percent. 


Article 7. Tax Benefits 


4 
1. When calculating profit tax, the tax imposed shall be 
reduced as follows: 


a) by a sum equal to 50 percent of the expenses of an 
enterprise (except for capital investments) for its own 
scientific research or test-and-design work or such work 
done by scientific organizations, and to prepare and 
bring on line new, progressive, and environmentally 
clean technologies and kinds of output, incurred from its 
own profits. In a case in which this kind of work is done 
by scientific organizations the total reduction in profit 
should not exceed five percent of taxable profit; 


b) by the amount of profit used for reconstruction and 
modernization of production capital, for new construc- 
tion, expansion, and the introduction and startup of new 
capacities to produce goods (or work or services). This 
benefit shall be granted to enterprises that make full use 
of amortization deductions and residues of unused profit 
from past years for this purpose; 
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c) by the amount of expenses incurred from profit in 
accordance with the estimated costs to maintain health 
facilities, homes for the aged and the disabled, children’s 
preschool establishments, children’s camps, leisure facil- 
ities, educational facilities, cultural and sports facilities, 
and housing and municipal services shown on the bal- 
ance sheet, and also expenses for these purposes in 
shared participation in maintaining such facilities shown 
on the balance books of other enterprises; 


d) by the amount of profit received by enterprises from 
the sale of prosthetic and orthopedic devices and special 
technical devices for invalids, and technical aids for the 
blind for printing and recording soundtracks for books, 
journals, textbooks and other literature for the vision- 
impaired that they have manufactured, and also non- 
standard equipment and technological apparatus for 
production-training enterprises of associations for the 
disabled that they have manufactured. 


e) by the amount of 60 percent of taxable profit of 
enterprises at penitentiary institutions; 


f) by the amount of profit received by treatment- 
and-labor workshops, subsidiary enterprises at psychi- 
atric hospitals and tuberculosis centers, and guest houses 
for the aged and the disabled, educational-labor colonies 
for minors, treatment-and-labor clinics and agricultural 
production centers of penitentiary institutions, and pen- 
itentiary institutions employing the labor of groups I and 
II disabled who are outpatients, if the numbers do not 
exceed 50 percent of the total number of persons held at 
these establishments; 


g) by the amount of profit transferred to specially opened 
accounts for philanthropic, environmental, and health 
funds, and also transferred to enterprises, institutions, 
and organizations in culture, education, public health, 
social security, physical culture and sports, and public 
organizations of the disabled, but not more than two 
percent of taxable profit. 


2. The following shall be tax exempt: 


a) institutions and production-training enterprises and 
associations of public organizations for the disabled 
where the disabled make up more than 50 percent of the 
total number of workers. 


Newly formed enterprises (except for those set up on the 
basis of liquidated (or reorganized) enterprises, and their 
departments and structural subdivisions) of public orga- 
nizations for the disabled during the first two years of 
their activity are tax exempt if the disabled make up 30 
percent of the total number of workers; 


b) enterprises with profit derived from the production of 
agricultural equipment 


Hothouse combines, the fur business. fisheries, fishing 
combines, and sovkhozes that grow flowers and decora- 
tive plants shall pay tax on the usual terms. 
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3. Enterprises producing new output that is not produced 
by other enterprises in Ukraine in accordance with the 
list drawn up by the Ukrainian Ministry of the Economy 
shall be exempt from payment of tax on profits derived 
from sale of the new output during the first year of 
production. During the second year tax shall be imposed 
in the amount of 5O percent of the tax rate as stated in 
Clause | of Article 6 of this Edict. 


4. A tax in the amount of 50 percent of the rate as 
provided for in Clause | of Article 6 of this Edict shall be 
imposed on profit received by enterprises from the 
production of goods for artists’ handicraft workshops. 


5. Enterprises that in accordance with legislation of 
Ukraine are categorized as small enterprises (except for 
those set up on the basis of liquidated (reorganized) 
enterprises and their departments and structural subdi- 
visions) that produce industrial goods for the public, do 
construction-and-assembly work, or provide personal 
services for the public, and enterprises in education, 
public health, and science shall pay profit tax during the 
first year of operation in the amount of 50 percent of the 
rate as stated in Clause | of Article 6 of this Edict. 


In a case in which small enterprises receive profit from 
activity other than that indicated in this clause, enter- 
prises shall be taxed at the full rate. 


When the activity of a small enterprise is suspended 
within three years, tax shall be at the usual rate. 


When determining the right to be granted the benefits as 
indicated in this clause, workers doing more than one 
kind of job, and also persons not on the staff of an 
enterprise (who do work under the terms of a subcon- 
tract or other agreement under civil law) shall be 
included in the average number of those listed. 


6. Enterprises located in zones of unconditional (man- 
datory) guaranteed voluntary resettlement and enhanced 
radioecological monitoring, and that operate there exclu- 
sively shall be exempt from profit tax except for pay- 
ments and deductions to local budgets. 


The size of tax on the profits of enterprises located 
outside zones of radioactive contamination that they 
receive from activity connected with cultural and 
everyday, trade, and other kinds of services and con- 
struction inside these zones shall be reduced 30 percent. 


7. The calculated total of profit tax taking into account 
the benefits as provided for in subparagraphs ‘“‘b” and 
“c” of Clause | of this article cannot be more than 50 
percent of the total tax calculated before these benefits 
are taken into consideration. 


8. A foreign participant in enterprises with foreign 
investments, including banking and insurance organiza- 
tions, that has a right in accordance with an international 
agreement to which Ukraine ts signatory to fuil or partial 
exemption from profit tax due as a share of profit, shall 
make a declaration regarding the reduction or exemption 
of tax in accordance with the procedure established by 
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the Ukrainian Ministry of Finance. In a case in which 
such declaration is made after income has been repatri- 
ated it should be submitted within one year from the 
date of repatriation. Declarations submitted after the 
end of that year will not be accepted. 


9. A foreign legal entity that in accordance with an 
international agreement to which Ukraine is signatory 
has a right to full or partial exemption from tax on 
profits from sources within Ukraine not connected with 
activity within Ukraine, exercises that right in accor- 
dance with the procedure set forth in Clause 8 of this 
article. 


10. The Ukrainian Cabinet of Ministers may through 
decrees grant additional benefit in respect of enterprise 
profit tax depending on the kind of activity and organi- 
zational forms of entrepreneurship. 


11. Local soviets of people’s deputies may grant addi- 
tional benefit to particular categories of taxpayers in 
respect of profit tax within the limits of the amounts of 
tax paid into a local budget. 


Article 8. Procedure for Specifying the Rate of Tax and 
Tax Benefits 


1. The size of tax rates and tax benefits as established by 
this Edict may be specified by the Ukrainian Cabinet of 
Ministers. 


2. No changes may be made by other legislative enact- 
ments to the tax procedure, the size of tax rates, and tax 
benefits except in cases as provided for by this Edict. 


Article 9. Procedure for Calculating Tax and Periods for 
the Payment of Tax 


1. The amount of tax shall be determined by taxpayers 
independently based on the size of profit tax, benefits 
granted, and the tax rate. 


2. During a quarter taxpayers (except for those listed in 
Clauses 3 and 6 of this article) shall make advance 
payments of tax into the budget in the amount of the 
actual size of tax paid into the budget during the pre- 
vious quarter, and newly created enterprises shall make 
such advance payments in the amount envisaged in the 
financial plan or the calculations for estimates of income 
and expenditures. 


Advance payments of tax to the budget shall be made not 
later than the 15th and 28th day of each month in an 
amount equal to one-sixth part of the total profit tax for 
the quarter. 


Upon application from a taxpayer that pays an insignif- 
icant amount of tax, the tax office where the taxpayer is 
located may set one period for payments into the budget, 
namely, the 20th day of each month, in an amount equa! 
to one-third of total tax. 


At the end of the first quarter, six months, and nine 
months, the taxpayer shall calculate from the running 
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total from the beginning of the year the amount of tax 
based on the profit actually made and subject to tax. The 
amount of tax to be paid shall be determined taking into 
account payments made earlier. 


3. Enterprises with foreign investments shall make quar- 
terly payments of tax to the budget throughout the year 
by the 15th day of the last month of each quarter in the 
amount of one-fourth of total annual payments. The 
advance sum of tax for a currency year shall be deter- 
mined by the enterprise taking into account the annual 
financial plan. 


Calculation of tax actually received for the previous 
calendar year shall be done not later than the next 15 
March for the year being reported, based on bookkeeping 
records (the balance sheet). 


4. Payment of tax shall be made according to the 
quarterly calculations within five days from the date set 
for submitting bookkeeping records (balance sheets), and 
for annual calculations within 10 days from the date set 
for submission of the bookkeeping records (balance 
sheets). 


Payment authorizations for transfer of profit tax to the 
budget issued on a priority basis shall be made by 
taxpayers to banking institutions before the time set for 
payment. 


5. Surplus sums of tax paid into the budget shall be 
deducted from subsequent payments or returned to the 
taxpayer within 15 days from the date of receipt of an 
application in writing from the taxpayer. 


6. Profit tax for foreign legal entities shall be calculated 
annually by the tax office where the permanent repre- 
sentation is located. 


The amount of tax shall be determined based on the size 
of profit subject to tax and the tax rate. 


A notification of payment shall be issued for any sum of 
tax paid to a taxpayer, in the form determined by the 
Main State Tax Inspectorate of Ukraine. Tax shall be 
paid within the periods indicated in the notification of 
payment. 


A foreign legal entity shall be obliged to present calcula- 
tions for tax inspection at the location of its permanent 
representation. 


7. A foreign legal entity engaged in activity in Ukraine 
through a permanent representation shall not later than 
15 April of the reporting year submit to the tax office at 
the location of the permanent representation a report on 
activity in Ukraine, and also a declaration of income in 
the form established by the Main State Tax Inspectorate 
of Ukraine. When activity ends, these documents should 
be submitted within one month from the time that the 
activity ends, before the end of the calendar year. 


The declaration of income for a foreign legal entity 
conducting activity in Ukraine shall be subject to annual 
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audit by an auditing organization that has been granted 
the right to engage in auditing activity, in order to 
confirm the reliability of the report. 


Failure to submit to the tax office the conclusions of the 
auditing organization (the contract to provide auditing 
services) shall be grounds for holding a taxpayer liable in 
accordance with established procedure. 


8. Enterprises with foreign investments and foreign legal 
entities shall pay profit tax in noncash transactions using 
the monetary unit in use in Ukraine. 


9. Tax shall be deducted at source for income as indi- 
cated in Clause 3 of Article 6 of this Edict. The enterprise 
paying the income and also the foreign participant of an 
enterprise with foreign investments shall be responsible 
for holding and transferring the tax into the budget. 


Tax on income as indicated in Clause 4 of Article 6 of 
this Edict from foreign legal entities derived from 
sources in Ukraine shall be held by the enterprise paying 
the foreign legal entity the income, in currency equal to 
the amount of income at each calculation of payment. 


10. Taxpayers shall submit bookkeeping records and 
balance sheets to the tax offices at their locations in 
accordance with the procedure and schedules set by law, 
along with the tax declaration and computations of 
profit tax using forms provided by the Main State Tax 
Inspectorate of Ukraine. Enterprises with foreign invesi- 
ments shall submit annual bookkeeping records and 
balance sheets before 15 March after the accounting 
year. 


Article 10. Deduction of Tax to the Budget 


Sums of profit (income) tax shall be deducted 1n accor- 
dance with the state budget of the Ukraine, the budget of 
the Republic of Crimea, and local budgets. 


Article 11. Granting Tax credits 


1. Enterprises shall have a right to receive a tax credit in 
the following cases: 


a) expansion of exports of output produced and the 
organization of production of output to replace imported 
goods, the introduction of know how in production, 
construction of environmental conservation projects, 
and other purposes as determined by the Ukrainian 
Cabinet of Ministers. 


Tax credits are granted in these cases on condition that 
there is full use of amortization deductions for these 
purposes; 


b) organization of production of consumer industnal 
goods, foodstuffs, children’s clothing and footwear, chil- 
dren’s food products, medicines and medical equipment, 
and cultural and everyday and production facilities for 
the disabled, if production of such goods is not the usual 
output of an enterprise: 
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c) if small enterprises acquire and use equipment totally 
for scientific research and test-and-design work done 
using the resources of the small enterprise itself (includ- 
ing to market such work), and to protect the environ- 
ment against pollution. 


2. A decision to grant a tax credit shall be made by the 
Ukrainian Ministry of Finance, the financial body of the 
Republic of Crimea, or a local state administration (the 
executive committee of a local soviet of people’s depu- 
ties) denending on the budget to which profit tax is paid. 


A tax credit may be granted on condition that current 
payments of assets from this source of income to the 
appropriate budget are not reduced. 


3. A tax credit shall be granted on the basis of a credit 
agreement concluded between an enterprise and the tax 
office at the place where the enterprise is registered in the 
form established for concluding credit agreements with 
commercial banks. 


A credit agreement shall stipulate the procedure for 
granting the tax credit, the period for the start of its 
repayment (not later than two years after the credit has 
been granted), and the repayment period (no less than 
three years unless the payer agrees otherwise), the 
interest rate imposed for the amount of the tax credit in 
an amount at least as high as the percentage of inflation 
determined for the period of the credit agreement and 
determined from the official inflation index, and other 
terms if they do not infringe on the right of the creditor 
as provided for by legislation and do not lower current 
payments of tax to the state budget. 


4. A tax credit shall be granted to a taxpayer from the 
sum of advance payments made in accordance with 
Article 9 of this Edict, and shall be paid over a year. 


The mechanism for granting a tax credit shall be devised 
by the Ukrainian Ministry of Finance. 


5. In a case in which an enterprise violates a credit 
agreement, the entire sum of a tax credit shall be 
collected by the tax office as a priority matter. 


The Ukrainian Cabinet of Ministers has the right to 
grant a tax credit for other purposes and on terms other 
than those set forth in Clauses | and 4 of this article 
using the sum of taxes deducted to the state budget if 
monetary assets from the reduced tax are used to fund 
state needs. 


Article 12. Special Provisions 


1. If an international treaty to which Ukraine is signatory 
establishes rules other than those contained in this Edict, 
the rules of the international treaty shall be applied. 


2. Collection of tax on the profit (income) of foreign legal 
entities may be suspended or limited on the basis of a 
treaty with another state. 
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3. When commercial agreements are concluded with 
foreign companies tive contract shall not include terms 
relating to tax in accordance with which an enterprise, 
institution, or organization that pays tax assumes any 
obligation to bear the cost of the tax on the profit 
(income) of foreign legal entities. 


Article 13. Elimination of Double Taxation 


The total tax on profit (income) received outside the 
territory of Ukraine and its continental shelf and mari- 
time exclusion zone and paid by enterprises abroad in 
accordance with the legislation of foreign states shall be 
deducted when they pay profit tax in Ukraine. When this 
occurs the sum deducted may not exceed total profit tax 
subject to payment in Ukraine in respect of income 
received abroad. 


Article 14. Obligations of Taxpayers 
1. Taxpayers shall be obligated as follows: 


a) to maintain bookkeeping records and accounts for 
their financial and economic activity and to submit 
bookkeeping records and balance sheets (except for 
budget-funded organizations) and declarations, tax cal- 
culations and other necessary documents and informa- 
tion associated with the calculation and payment of tax 
to a tax office; 


b) to submit in appropriate cases documents confirming 
right to tax benefits; 


C) to pay taxes promptly and in the full amount; 


d) to permit officials of the tax offices to inspect pre- 
mises where activity associated with the earning of profit 
(income) is conducted or the contents of objects subject 
to tax, and also to audit deductions and payments of tax. 


2. The managers and appropriate officials of enterprises, 
institutions, and organizations are obliged to sign the act 
of audit conducted by a tax body, and in a case in which 
there is disagreement with the facts set forth in the act, 
they shall provide an explanation in writing, setting forth 
the arguments for the disagreement. They are also 
obliged to comply with the demands of a tax body to 
eliminate violations of tax laws that may be found. 


3. Taxpayers for which an obligation has been estab- 
lished by law to submit to tax offices bookkeeping 
records and balance sheets containing verification of 
authenticity from an auditing organization with respect 
to the information contained in them are obliged within 
the year following the accounting year to submit to the 
tax office a document confirming the fact that an audit 
has been conducted. 


Measures in accordance with existing legislation shall be 
applied against taxpayers failing to submit these docu- 
ments. These measures shall not be applied if an audit 
has not been conducted within the periods established 
through no fault of the taxpayer. 
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Article 15. Responsibility of Taxpayers 


Taxpayers and their officials shall be responsible for the 
correctness of deductions and the prompt payment of tax 
into the budget in accordance with existing legislation. 


Article 16. Procedure for Collection for the Budget and 
for Repayment From the Budget of Tax Paid Incorrectly 


1. A sum of tax not paid within the periods set and also 
any sum of tax due from unreported (understated) profit 
(income) and a fine shall be collected for the entire time 
of refusal to pay the tax at the discretion of the tax office 
without recourse to the courts. 


A sum of tax not paid promptly shall be subject to a 
penalty during the entire time it is not paid into the 
budget at the rate of 0.2 percent of the sum of the arrears 
for each day of delay (including the day of payment). 


2. An amount of tax from incomes as indicated in 
Clauses 3 and 4 of Article 6 of this Edict not paid into the 
budget by enterprises subject to tax shall be collected 
from assets remaining at the disposal of these enterprises 
after accounts have been settled with the budget, without 
recourse to the courts, regardless of any period during 
which income was paid to a foreign recipient. 


3. An amount paid as tax over and above the proper 
amount as the result of incorrect computation or viola- 
tion of the procedure established for collection shall be 
returned or deducted to the account of others to whom 
sums are due from the taxpayer if the period of one year 
from their receipt has not expired. 


Issue of a statement on return of a sum of payments 
received over and above what is due shall act to interrupt 
the course of this period. 


Return of an incorrectly paid tax from the budget shall 
be done not more than one year from the time the 
incorrect payment is found. 


Article 17. Monitoring of Tax Offices 


Monitoring for correct application of legislation on 
profit tax of enterprises and organizations shall be done 
by a tax organization in accordance with the legislation 
of Ukraine. 


Article 18. Final Provisions 


1. The force of the following shall be suspended (insofar 
as they relate to exemption from profit tax): 


—Part 3 of Article 38 of the provisions on the legal 
profession of the Ukrainian Soviet Socialist Republic 
as confirmed by the 31 December 1980 law of the 
Ukrainian Soviet Socialist Republic [UkSSR] VEDO- 
MOSTI VERKHOVNOGO SOVETA UKkKSSR, 
addendum to No 46, 1980, item 898); 


—Parts | and 3 of Article 7 of the law of the UkSSR “On 
the Legal Regime on Territory Subjected to Radioac- 
tive Contamination Resulting from the Chernobyl 
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Catastrophe’ (VEDOMOSTI VERKHOVNOGO 
SOVETA UkSSR No 16, 1991, item 198; VEDO- 
MOSTI VERKHOVNOGO SOVETA UkSSR No 13, 
1992, item 177); 


—Article 21 of the law of Ukraine “On Banks and 
Banking Activity” (VEDOMOSTI VERKHOVNOGO 
SOVETA UkSSR No 25, 1991, item 281); 


—Part 2 of Article 19 of the law of the UkSSR “On 
Freedom of Conscience and Religious Organizations” 
(VEDOMOSTI VERKHOVNOGO SOVETA UkSSR 
No 25, 1991, item 283); 


—Parts 3 and 5 of Article 56 of the law of the UkSSR 
“On Education” (VEDOMOSTI VERKHOVNOGO 
SOVETA UkSSR No 34, 1991, item 451); 


—Paragraphs 2 and 3 of Clause | and Paragraphs 3, 6, 9, 
13-16, 35, and 50 of the Program of Emergency Measures 
To Stabilize the Economy of Ukraine and Extricate It 
From Crisis, as approved by the UkSSR Supreme Soviet 
decree dated 3 July 1991, No 1291-KhP; 


—Paragraph 6 of Clause 2 of the Ukrainian Supreme 
Soviet decree of 6 December 1991 “On Procedure for 
Enacting the Law of Ukraine ‘On Pension Safe- 
guards’’’ (VEDOMOSTI VERKHOVNOGO 
SOVETA UKRAINY No 3, 1992, item 11); 


—Clauses 2 and 3 of Article 22 of the law of Ukraine 
“On the Bases of State Policy in the Sphere of Science 
and Scientific and Technical Activity” (VEDOMOSTI 
VERKHOVNOGO SOVETA UKRAINY No 12, 
1992, item 165); 


—Part | of Article 61 of the law of Ukraine “On Social 
Protection for Citizens Sustaining Injury as a Result of 
the Chernoby! Catastrophe’’ (VEDOMOSTI 
VERKHOVNOGO SOVETA UKRAINY No 13, 
1992, item 178, and No 37 item 543), 


—Part | of Article 26 of the Basic Law of Ukraine on 
Culture (VEDOMOSTI VERKHOVNOGO SOVETA 
UKRAINY No 21, 1992, item 294); 


—Article 7 and Parts |, 2, and 6 of Article 19 and Parts 
| and 2 of Article 20 of the law of Ukraine “On 
Priority for the Social Development of the Country- 
side and the Agro-Industrial Complex in the National 
Economy”’ (VEDOMOSTI VERKHOVNOGO 
SOVETA UKRAINY No 32, 1992, item 453); 


—Parts | and 3 of Article 49 of the law of Ukraine “On 
the National Parks of Ukraine’ (VEDOMOSTI 
VERKHOVNOGO SOVETA UKRAINY No 34, 
1992, item 502); 


2. This Edict shall enter into force from the day of its 
publication and shall be applied in accounts with the 
budget starting with the results of activity in 1993. 


[Signed] L. Kuchma, prime minister of Ukraine 
A. Lobov, minister of the Cabinet of Ministers of Ukraine 
Kiev, 26 December 1992 
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State, National Bank Make Changes to Money, 
Credit Policies 


934K0098B Kiev PRAVDA UKRAINY in Russian 
15 Jan 93 p 3 


[Own information” report: “Money and Credit Policy 
Should Be More Effective: After Reviewing Forms of 
Accounts, the Function of the Payment System, and 
Standards for Accounting Documents Used in State 
Business, the Government and the National Bank of 
Ukraine Have Reached a Decision Together’’} 


[Text] In order to ensure effective implementation of 
money and credit policy and banking operations in the 
regime of really mobilized monetary assets and the 
introduction of an effective payment system, and pro- 
ceeding from the joint decision set forth in the corre- 
sponding telegrams of 30 July 1992, they have reached 
the following conclusions: 


To deem it inexpedient to make further use of the 
collection form of payment using monetary claims, and 
to introduce from | January 1993 forms of accounting 
that are appropriate to the conditions of present man- 
agement operations and may be used with electronic 
technologies, and will ensure guaranteed acceleration in 
receipts of money in the form of payment authorizations 
and claims for money authorizations, checks, letters of 
credit when assets of a depositor are deposited in a bank, 
and drafts. 


Demands for payments deposited with a banking insti- 
tution after 1 January 1993 for goods shipped, work 
done, or services rendered before | January 1993 should 
be transferred directly to the payer and be recorded in a 
special journal. The fate of unpaid payment documents 
that on | January 1993 were in journal No. 2 is decided 
by agreement between the bank and the clients. If the 
documents remain at the bank they are posted from the 
account to off-balance sheet accounts 9929 and 9932. If 
necessary, attention should be drawn to the fact that 
documents pertaining to unqualified demands for assets 
as provided for by Article 53 of the law of Ukraine “On 
Banks and Banking Activity” may remain in journal No. 
2 for the period taken to devise a new mechanism for 
demanding such payments. 


Payments for grain products, water, electricity, and heat 
energy and for the use of a telephone, postal and tele- 
gram services, and shipment of goods for accounts with 
railroads, steamship lines, and road transport enterprises 
should be made with the help of prepayments. 


In order to ensure extensive use of forms of accounts 
using checks, letters of credit, and drafts with commer- 
cial banks it is necessary to carry out work to conclude 
agreements to establish correspondent relations. 


Commercial banks and their branches in Ukraine will 
immediately inform all their clients about these deci- 
sions of the government and National Bank of Ukraine. 
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Solidarnost Protests Indexation Repeal 


934K0154A Kiev PRAVDA UKRAINY in Russian 
13 Jan 93 p 3 


[Appeal of the Coordination Soviet of the Solidarnost 
Federation of Trade Unions to the President, Supreme 
Soviet, and the Cabinet of Ministers of Ukraine’’] 


[Text] Expressing the will of the workers who are mem- 
bers of the Solidarnost trade union, we resolutely protest 
against the decree “ On the Temporary Curtailment of 
Indexation of the Monetary Incomes of the Population,” 
which was adopted by the Cabinet of Ministers, and 
which is leading our people to mass impoverishment and 
hunger. Mercilessly striking at the budget of an absolute 
majority of the population, the government is not doing 
anything to stabilize prices and to stop their growth, 
especially for food products, industrial consumer com- 
modities, municipal and everyday services, and energy 
sources. 


Under the pretext of anti-inflationary measures and the 
announced miserable pittance for the poor in the form of 
an increased minimum wage and pensions, the govern- 
ment, utilizing the right it received to extraordinary 
powers, has undertaken another deception in order to 
divert the attention of the people from vital problems 
and its struggle for a normal existence. 


At the same time, funds in the billions are being allo- 
cated for the comfortable maintenance of the growing 
staffs of the ministries and central departments, for the 
support of numerous bankrupt and unprofitable state 
enterprises, sovkhozes and kolkhozes, for the upkeep of 
a huge army and military-industrial complex, for the 
so-called “strengthening” of the borders with Russia, 
Belarus, and Moldova, for the increasingly more fre- 
quent voyages abroad by highly-placed officials, and for 
other purposes that have nothing in common with the 
life of ordinary people. 


Also, the government has neither the desire nor the 
means for a quick development of market relations in 
Ukraine and for legislative and legal support of nongov- 
ernmental structures of the economy. As a result of 
hackbreaking taxes and all kinds of extortions, thou- 
sands of cooperatives, small, rental, and other small 
business enterprises were ruined and ceased to exist. 


We look at the economic policy of the new Cabinet of 
Ministers as a contradiction of its program statements— 
it is in direct agreement with the antimarket forces and 
for a full revival of the administrative command system. 


We call on the president, the Supreme Soviet, and the 
Cabinet of Ministers of Ukraine to think first about the 
fate of their people and a real increase in its standard of 
living. This requires the use of effective measures for 
raising production efficiency, the restoration of stable 
economic ties with nearby states, a sharp reduction in 
expenditures for the maintenance of the state adminis- 
trative apparatus and military structure, a well-reasoned 
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taxation system that operates for the development of 
market relations, all-round support of employers; that is, 
all of that without which not one sovereign state and its 
people can exist. 


Now, when poverty and starvation are becoming a 
reality for millions of people, we demand the abrogation 
of the decree of the Cabinet of Ministers “On the 
Temporary Curtailment of the Indexation of the Mone- 
tary Incomes of the Population,” the adoption of a 
legislative @st on the indexation of deposits in the 
Savings Banx of Ukraine for all of the years of pere- 
stroyka, and also the indexation of funds in the accounts 
of the National Bank of Ukraine and the pension fund of 
Ukraine. 


[Signed] On behalf of the coordination soviet of the 
Solidarnost Federation of Trade Unions of Ukraine, 
Chairman of the Federation Yu.T. Pivovarov. 


From the Solidarnost Trade Union News Service 


The coordination service of the Solidarnost Federation 
of Trade Unions of Ukraine calls on all republic, oblast, 
territorial, municipal, and rayon associations of trade 
unions that represent collectives of enterprises and orga- 
nizations of the state and employer sector of the 
economy of Ukraine jointly to fight for the abrogation of 
the decree of the Cabinet of Ministers “On the Tempo- 
rary Curtailment of the Indexation of the Monetary 
Incomes of the Population.”’ 


For the purposes of coordinating joint measures to 
protect the population of Ukraine from starving to 
death, we are reporting the address of the Solidarnost 
Federation of Trade Unions of Ukraine: Donetsk, 
Artema Street 74, Rooms 315-320 (for mail 340000, 
Donetsk, Main Post Office, Subscriber Box No 29). 
Telephones: 93-13-03, 90-12-13, 90-36-95; Facsimile: 
35-01-25. 


Economic Statistics Given for Jan-Nov 1992 


934K0210A Kiev HOLOS UKRAYINY in Ukrainian 
16 Dec 92 p 6 


[Report by the Economic Department of the Ukrainian 
Cabinet of Ministers under the rubric “Economics”: 
“The Economy of Ukraine for January-November 
1992”} 


[Text] The rate of decline of national income for Janu- 
ary-November was 18 percent, compared to 13 percent 
for the first nine months and 15 percent for the first six 
months of this year. Productivity of social labor 
declined. 


In conjunction with a significant reduction in deliveries 
of petroleum from Russia, the volume of oil refinement 
in November was almost half of that in August and 
September of this year. In general, over the first 11 
months the volume of oil refinement declined compared 
to the corresponding period last year by 30.2 percent. As 
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a consequence of this, deliveries of gasoline to the 
national economy via organizations of the system for 
supply of petroleum products was only 58.4 percent of 
last year’s level, including deliveries to agriculture—68.4 
percent; and deliveries of fuel oil—56.6 percent, 
including to agriculture—66.4 percent and to electricity- 
generating stations of the Ministry of Energy—53.3 
percent. 


With a general decline in industrial production com- 
pared to January-November 1991 of 9 percent (over 
January-September—by 9.8 percent, and over the first 
six months—by 12.3 percent), output in physical units of 
diesel locomotives fell by almost 40 percent; of tires for 
agricultural machines, excavators, and color televi- 
sions—by more than one-third; of commercial fertilizers 
and forge-and-press machines—by one-fourth; of rail- 
road cars, tractors, metal-cutting machines, paper, foot- 
wear, silk fabrics, and knitted products—by 16-22 per- 
cent. 


The decline in production is accompanied by further 
increases in prices. Wholesale prices of enterprises 
(excluding the value added tax and the excise tax) 
increased in November compared to October by 24 
percent and compared to November 1991 by a factor of 
34. 


Output of consumer goods continues to fall. Since the 
beginning of the year 1.592 billion karbovantsy worth of 
consumer goods were produced, which is 9.9 percent less 
than for the first 11 months of 1991. More than half of 
industrial enterprises reduced output of these goods. 


The situation with provision of food goods to the popu- 
lation remains extremely tense. Production declined 
compared to the corresponding period last year by 123 
billion karbovantsy or 15 percent. The volume of goods 
produced declined in all regions, and most of all in 
Nikolayev, Lugansk, Zhitomir, and Odessa Oblasts. 


Sugar factories accepted for processing in the second half 
of the year 28.7 million tonnes of sugar beets (almost 16 
percent less than last year). But the sweetness of the beets 
this year is 0.97 points and of the granulated sugar yield 
is 1.7 points higher than last year. As a result of the 
improvement in the quality of sugar raw materials, 
production of granulated sugar from beets compared to 
the second half of 1991 hardly declined at all and was 
close to 3.4 million tonnes. On 8 December, 139 sugar 
factories out of a total 192 factories had halted produc- 
tion because of a lack of raw materials and fuel oil. 


In conjunction with a halt in deliveries from Russia of a 
solvent for the extraction of oil (nefras), volumes of 
production of oil declined. In a number of instances oil 
extraction factories have halted work for this reason. 


The situation with the provision of raw materials and 
materials to enterprises of light industry has not 
improved. Deliveries of raw materials in accordance 
with intergovernmental agreements are being executed 
at a rate of 50-70 percent. As a consequence of this, 
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output of fabrics of all types has declined by 90 million 
square meters (by 9.5 percent), of stocking-and-sock and 
knitted products—by 12.3 million pairs (3.5 percent) 
and 45.4 million units (17.2 percent) respectively, and of 
footwear—by 25 million pairs (16.6 percent). 


A critical situation has arisen in production of children’s 
goods. Output of sewn products of all types has declined 
compared to last year’s level by 18-59 percent 


At the beginning of October there were 83,400 small 
enterprises registered in Ukraine, of which only 43,400 
(52 percent) carried out reporting concerning their 
activity during the first 9 months of this year. During 
this period they produced output and performed services 
worth 161.7 billion karbovantsy, of which only one- 
fourth (39.9 billion karbovantsy) was sold directly to the 
population. 


It should be noted that the number of small enterprises 
engaged in nonproduction or intermediary activity is 
increasing significantly quicker than those that function 
in the sphere of material production. During the first 
nine months of this year the quantity of small enterprises 
engaged in nonproduction activity increased by a factor 
of 3.6, while industrial and construction enterprises 
increased by a factor of only 1.6 and 2.1 respectively. 


The greatest volume of production (work) or services 
performed per worker was at small enterprises engaged 
in intermediary activity (including brokerage offices)}— 
675,800 karbovantsy and trade—498,900 karbovantsy 
(including in industry—224,100 karbovantsy, agricul- 
ture—205,300 karbovantsy, and construction—1 63,100 
karbovantsy). Significant accumulation of monetary 
mass in these enterprises is taking place for the most part 
as a result of the sale of imported goods, not goods of 
domestic production. 


On 10 October there were 80 exchanges performing 
practical activity. The volume of concluded contracts on 
these exchanges over the first nine months of this year 
was 25.6 billion karbovantsy with sale proposals of 
almost 3 trillion karbovantsy (a coefficient of liquidity of 
0.9 percent). 


In the third quarter there was a further decline in 
trade-and-intermediary activity of the exchanges. As a 
consequence of this, the volume of concluded contracts 
compared to the second quarter declined from 13.9 
billion karbovantsy to 11.2 billion karbovantsy or by 20 
percent. This is connected with the establishment of a 
high tax on intermediary activity, as a consequence of 
which a majority of agreements are being concluded 
Outside the activities of the exchanges. 


In January-September of this year enterprises of Ukraine 
carried out foreign trade operations with partners from 
106 countries. The greatest volumes of export deliveries 
were performed to Turkey, Bulgaria, Czechoslovakia, 
and Hungary; the greatest number of import deliveries 
came from Italy, South Korea, Germany, and Czecho- 
slovakia. 
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The trade balance of Ukraine with countries of the 
former USSR is a negative total in the amount of 48.4 
billion karbovantsy, for the most part in settiements with 
Russia (90.8 billion karbovantsy), Output worth 575.8 
billion karbovantsy was exported from Ukraine, 
including for production and technical use—519.4 bil- 
lion karbovantsy, and consumer goods—56.4 billion 
karbovantsy. At the same time goods worth 624 2, 561, 
and 63.2 billion karbovantsy respectively were imported 


Monetary Income and Expenditures of the Population 


Under conditions of increasing inflation and a shortage 
of commodities, the lack of balance between monetary 
income and expenditures of the population is becoming 
increasingly obvious. 


In October the monetary income of the population 
exceeded expenditures by 33.9 billion karbovantsy or 
15.3 percent (in September—by 13.9 percent). Of each 
100 karbovantsy that banks issued in October, | 7 $8 
karbovantsy did not return to their cash offices (in 
October 1991—5.83 karbovantsy). 


In October the consumer price index for a fixed basket of 
commodities and services that are part of the minimum 
consumer budget was 207.8 percent of May's level of 
prices, including 218.6 percent for food goods and 256 
percent for services. 


A significant increase in prices for consumer goods was 
noted in November compared to October, especially for 
food goods: For eggs—by a factor of 1.7. cheese and 
salt—a factor of 1.5-1.6, milk and oi]—33-35 percent 
and flour and tea—23-26 percent. The price of apples 
increased by a factor of 1.5 and of beets, carrots, and 
cabbage—by 26-39 percent. 


The average monthiy wage in industry was | (0,400 kar- 
bovantsy, in agriculture—6,400 karbovantsy, in con- 
struction—10,300 karbovantsy, and in transporiation— 
8,900 karbovantsy. In industry the highest wages went to 
workers of the coal industry (18,000 karbovantsy) fer- 
rous metallurgy (13,800 karbovantsy), the flour-mi!!ing 
cereals, and combined fodders industries (12,700 karbo 
vantsy) and the food industry (11,100 karbovantsy) 


Since the beginning of the year the level of the minimum 
wage has increased from 400 to 2,300 karbovantsy or by 
a factor of 5.8, while the level. of the minimum pension 
increased from 442 to 2,300 karbovantsy (by a factor of 
5.2). The value of a basket of 22 vitally necessary food 
products grew over this same period from 416 to 2.148 
karbovantsy or by a factor of 5.2 


At November's prices this money is enough for one 
person per day to buy | 72 grams of meat products, 644 
grams of milk and dairy products, || grams of butter, |¢ 
grams of oil, 0.8 eggs, 315 grams of bread, 340 grams of 
potatoes, 254 grams of vegetables, and 96 grams 0! fruits 
For the purchase of medicines, nonfood goods. housing 
payments, and municipal and transport services. |) 
karbovantsy remain. 
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On the Operations of Individual Sectors of the National 
Economy 


Production of electricity during January-November 
declined by 24.9 billion kwt-hours (by 9.9 percent), 
including thermal electric power stations—by 18.8 bil- 
lion kwt-hours (11 percent). 


The target for coal mining was 87.9 percent fulfilled in 
November and 92.5 percent since the beginning of the 
year, including mining of coke by 93.3 and 96.4 percent 
respectively. During January-November the total 
volume of coal mined declined compared to the corre- 
sponding period last year by 3.4 million tonnes or 2.7 
percent. 


In November there were no positive changes in the 
operation of enterprises of the metallurgical industry . 
Compared with October 1992, production of basic types 
of output declined by 5-15 percent. This happened as a 
result of a halt in the supply of diesel fuel to mining and 
processing plants and the nondelivery of coking coal and 
scrap metal. 


Enterprises of the chemical complex, whose production 
is based on domestic raw materials or on the processing 
of natural gas, operated stably in November. 


Because of a sharp reduction in deliveries of apatite 
concentrate from Russia, production of chemical fertil- 
izers over the first 11 months declined by 25 percent, 
including phosphate fertilizers by 54 percent. 


The manufacturing of almost all types of output declined 
in machine-building. Output of machines and equip- 
ment for production of livestock and fodder declined by 
1.6 million karbovantsy (38 percent), and of agricultural 
equipment—by |.7 million (40 percent). A significant 
decline in production took place in the machine-building 
sectors which provide for technical reconfiguration of 
the sector itself. 


In agriculture, on | December the following remained 
unharvested: Grain (without corn}—159 hectares (in 
Kherson Oblast—142 hectares), corn—43,600 hectares 
(in Kharkov Oblast—19,600, Lugansk Oblast—1 2,800, 
and Donetsk Oblast—4,900 hectares), sugar beets— 
9,000 hectares (in Kharkov Oblast—7,400 hectares), and 
sunflower for grain—2,600 hectares (in Lugansk 
Oblast—1,200, and Kharkov Oblast—1,000 hectares). 


On 30 November there were 10.9 million tonnes of grain 
in state reserves, which is 64 percent of the state order 
and 75 percent of the established minimum target. Only 
Volyn, Zhitomir, Transcarpathian, Ivano-Frankovsk, 
Kiev, Lvov, Rovno, and Chernigov Oblasts had fulfilled 
the state order as of that date. 


On 23 November 908,000 tonnes of potatoes had been 
procured, which is 21 percent less than in 1991, 
1,560,000 tonnes of vegetables—36 percent, and 21,000 
tonnes of melon crops—88 percent less. 
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There were 21.4 million tonnes of fodder units of coarse 
and succulent fodders procured (67 percent of the fore- 
cast for 1992), or 13.6 quintals per conventional head of 
livestock compared to 16.1 quintals last year. 


Productivity and number of head of livestock declined, 
as a result of which production and procurement of basic 
types of livestock output fell. 


The gap between the rates of price increases for indus- 
trial output and for output of the agricultural sector is 
continuing to grow. For example, in January-November 
1992 sale prices for output of agriculture, taking into 
account bonuses and compensations introduced by 
decree of the Cabinet of Ministers dated 25 June 1992, 
increased by a factor of 15.4 compared to the corre- 
sponding period last year. At the same time, prices for 
industrial output consumed by agricultural enterprises 
increased by a factor of 31.4. 


The situation in the investment sphere in the penulti- 
mate month of the year remained complicated and 
unstable. A further increase in the cost of construction 
took place. Indebtedness of customers to contracting 
organizations for the execution of work increased (it was 
6.3 billion karbovantsy at the corporation Ukrbud for 
housing construction alone). 


The pace of construction slowed substantially, and the 
startup program is on the edge of breakdown. Volumes 
of targeted capital investments and construction- 
and-assembly work performed declined compared to the 
appropriate period last year. Work is practically haited at 
many facilities, especially those being constructed using 
moneys of enterprises and organizations. 


Volumes of housing and cultural and consumer facilities 
brought on line continue to decline. For example, during 
the first 11 months the corporation Ukrbud brought on 
line only 59 percent of the year’s volume of housing. It is 
expected that only 12-13 million square meters of 
housing area will be brought on line this year at the 
expense of all financing sources compared to 14.5 mil- 
lion square meters in 1991. 


Public education facilities are being constructed with 
substantial delays. It is expected that 8! percent of the 
state order for schools and preschool institutions will be 
put into operation. The situation with the construction 
of public health facilities is no better. 


Construction of facilities connected with the cleanup of 
the Chernoby] disaster is being carried out very unsatis- 
factorily in Kiev and Zhitomir Oblasts. 


Since the beginning of the year volumes for total loading 
of freight on railway transportation declined compared 
to January-November 1991 by 102.3 million tonnes (13 
percent) and comprised 686.1 million tonnes. 


Shipment of freight by automotive transport by the 
corporation Ukravtotrans declined by almost one- 
quarter and comprised 666 million tonnes. The value of 
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passenger travel on air transport increased compared to 
November 1991 by a factor of 24, and on automotive 
transport—by a factor of 9. 


Execution of Budgets and the State of Monetary 
Circulation 


Over the first 9 months of this year the national economy 
of Ukraine (excluding agriculture, State Insurance, small 
enterprises, joint ventures, and cooperatives) received 
768.8 billion karbovantsy in profits. The increase in 
profits compared to the first 9 months of 1991 by a 
factor of 13.2 was caused by the significant increase in 
prices. In industry alone, where more than 72 percent of 
all the profits were received, profits increased by a factor 
of 12.8 with an increase in prices by a factor of 26. 


In January-September 1992 almost one-fifth (18.1 per- 
cent) of enterprises operated unprofitably and showed 
losses totalling 36.2 billion karbovantsy. The majority of 
such enterprises were in housing and municipal services, 
the sphere of provision of consumer services to the 
population (almost half), and transportation (one-third). 


During January-November of this year income into the 
budgets of Ukraine comprised 960 billion karbovantsy, 
while expenditures were 1.165 billion karbovantsy and 
exceeded income by 205 billion karbovantsy. 


Over this period the state budget has been fulfilled in 
terms of income in the amount of 515 billion karbo- 
vantsy (78.3 percent of the year's allocations) and in 
terms of expenditures—624 billion (91.2 percent). 
Taking into account loans granted since the beginning of 
the year to local budgets and sums transferred according 
to mutual settlements to individual levels of govern- 
ment, the total sum of expenditures of the state budget 
over the || months was 823 billion karbovantsy. 


As a result of application of a strict regime of financing, 
in November of this year the state budget deficit was 
reduced by 18 billion karbovantsy and on | December it 
comprised 308 billion karbovantsy. 


Emission of money during January-November 1992 
compared to the corresponding period last year grew by 
a factor of 26. 


Balances of deposits of the population at institutions of 
the Savings Bank increased during January-November 
1992 by 91 billion karbovantsy and comprised 207.1 
billion karbovantsy on | December. 


Report prepared using materials of the Ministry of the 
Economy, Ministry of Statistics, Ministry of Finances, 
and the National Bank of Ukraine. 
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Oil Company Official Pins Hopes on Russia for 
Fuel Supply 


934K0203A Kiev GOLOS UKRAINY in Russian 
14 Jan 93 p 6 


[Interview with Yuriy Sementsev by special correspon- 
dent Nikolay Kosyy; place and date not given: “Will We 
Have Oil?” 


[Text] Certainly! This is what Yuriy Sementsev, member 
of the Germes Concern Board of Directors, thinks—if 
henceforth in our policy with Russia we do not put the cart 
before the horse—politics ahead of economics. 


It seems that in the very near future serious trials are 
expected for our economy, and thus for our independence. 
At the heating power station in Kharkov, for example, 
there are fuel reserves only for a few days, and strategic 
reserves will last no longer than a month... 


Notwithstanding, member of the Germes Concern Board 
of Directors Sementsev believes that the situation with 
respect to petroleum products is not quite so hopeless. The 
Germes-Dnieper Oil Company was recently founded on 
the territory of Ukraine, in Kharkov. “And I am con- 
vinced,” he said at the start of our interview, “that oil will 
soon start flowing into Ukraine if henceforth in our policy 
toward Russia we are guided by common sense and do not 
put the cart before the horse—politics ahead of economics. 


[Kosyy] Yuriy Afanasyevich, as it now turns out, the 
promises made not so long ago by the Fokin government 
have turned out to be mythical. 


[Sementsev] Right from the start the unrealistic nature of 
the idea proposed by the government was obvious to the 
experts. First because the equipment in the Black Sea 
ports is not suitable for pumping such a quantity of oil 
from tankers. Second, our oil pipelines cannot operate in 
reverse, that is, pump oil deep into the country, and 
modifying them requires enormous capital investments 
and time. And third, oil from Iran is unsuitable for 
processing at Ukrainian refineries, which were devel- 
oped specially for Russian oil. Today, however, it seems 
that this myth has already been dispelled. 


[Kosyy] Yes, our illusions are gradually disappearing. 
But following Ukraine's withdrawal from the ruble zone 
we have been left on our own with our raw materials and 
energy problems. So on what can we now pin our 
hopes—the government, the commercial structures, Ger- 
mes? 


[Sementsev] I de not think that today, even if it were 
granted to highest powers, the Cabinet of Ministers 
would be able to deal with the energy crisis quickly. All 
structures—the government, state enterprises, commer- 
cial organizations—must work together on one idea—to 
provide Ukraine with oil and refinery products. And if 
the government is incapable of solving this problem 
independently, then at least it should not hamper the 
merchants and entreprencurs from doing it according to 
the laws of the market. 
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This year already the companies of Germes Concern are 
ready to supply Ukraine with at least 300,000 metric 
tons of oil. However, our customers have nothing with 
which to pay; all they have in their accounts are karbo- 
vanets, which they cannot freely convert into Russian 
rubles. And so, analyzing the situation that has taken 
shape in Ukraine with respect to energy, this is what 
must be said. As soon as possible we must find new 
markets in which to sell our own traditional goods from 
heavy and light industry, and foodstuffs. Only in this 
way is it possible to preserve Ukraine's very great 
industrial potential. 


In order to supply Ukraine’s economy with petrochem- 
ical products this year, according to the preliminary 
calculations it is necessary to spend something just short 
of a trillion Russian rubles. So what might the solution 
be? 


First of all it seems to me that it 1s necessary to attract as 
many commercial structures as possible to trade with 
Russia. It is no secret that they are able to trade much 
more successfully than the state enterprises, and conse- 
quently can earn considerably more ruble profit, which 
can then be used to buy oil and fuel. Second, it is 
necessary to collect (and I mean collect, not take) free 
ruble currency available in enterprises’ clearing accounts 
$0 as to import oil into Ukraine, and here the enterprises 
must be able to count on solid dividends. 


{[Kosyy] Was this the idea of setting up the Germes- 
Dnieper company? 


{Sementsev] Yes, and our stockholders will also act as 
partners. | would not say that our idea is “simple, an idea 
of genius.”’ After our goods and services have been sold 
in the Russian market the enterprises transfer their 
rubles to the Germes bank or to other Russian banks 
During the time taken to accumulate the sum necessary 
to purchase oil, the assets on deposit are earning their 
first profit. They provide the second profit after the oil 
has been sold to the Ukrainian refineries, and a third 
after the sale of their own fuel. 


{Kosyy] So the price for Germes petroleum products will 
be such that our economy will be 'ame in both legs and 
will be unable to sustain it. 


{Sementsev] That assertion is totally wrong. The price 
cannot be higher than what the market determines. 
Although the context of that remark is understood. The 
market will place everyone under the same conditions. 
Both state and commercial structures. By setting up the 
Germes-Dnieper joint-stock company we are merely 
laying claim to a place that we have never occupied. By 
attracting additional capital to purchase oil we shall 
enrich all state enterprises and acquire raw materials that 
are very important for the republic’s economy. 
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Complete Privatization Not Foreseen in Current Year 


934K0203B Moscow DELOVOY MIR in Russian 
14 Jan 93 p 7 


[Report by Raisa Chirva: “Complete Denationalization 
Is Not Foreseen”’} 


[Text] Processes concerned with practical privatization in 
Ukraine are only just beginning. These first steps are 
timid and shy. As of today the republic's state property 
fund has registered founding documents for an association 
of buyers and adopted decisions to privatize 16 state 
enterprises, and is making another 100 ready. The priva- 
tization of 80 objects of small-scale privatization has been 
started. 


Of course, this is little enough... However, it seems that 
in the very near future the rate of privatization will not 
quicken very much. Those attending a forum of East 
European exchanges that has taken place in Kiev were 
inclined to the same prediction. Both Ukrainian and 
foreign specialists agreed that total denationalization is 
not foreseen in 1993. The process will take at least two 
years, even though the legislative foundation for real 
conversion of state property into private property has 
been prepared. Three main directions can be discerned 
in this transformation—denationalization, privatiza- 
tion, and the creation of corporations. 


Processes of privatization by means of signing leasing 
agreements with an option to buy still predominate. 
Since early 1992 the state property fund and its regional 
offices have entered into 1,200 such contracts (1,100 
with an option to buy). Another | ,000 contracts are “in 
the pipeline.” State property worth more than 129 bil- 
lion karbovanets has been leased in this way. 


At the same time the fund specialists believe that the 
creation of an infrastructure for privatization (holding 
companies, investment funds, private partnerships, and 
so forth) is being delayed by the lack of many sublegis- 
lative enactments and lack of clarity in the distribution 
of property and right of ownership at the level of the CIS 
states. 


Hence a significant proportion of the population ts in no 
rush to take advantage of the opportunity to become 
owners. According to figures from the Ukrainian 
Academy of Sciences Institute of Sociology, one in five 
of those polled has had difficulty in answering questions 
having to do with the property reform. Some 10 percent 
of those polled think that the law on privatization was 
passed prematurely, while 16 percent believe that it was 
passed at the proper time, and one-fourth suggest that it 
has been intolerably delayed. Notwithstanding, about 40 
percent of the adult population of Ukraine expresses 
support for large-scale privatization. A total of 64 per- 
cent have a positive attitude toward the transfer of land 
to private ownership; other figures include 61 percent for 
housing, 68 percent for small trading centers and cafes, 
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57 percent for small industrial enterprises, 40 percent for 
large stores and restaurants, and 26 for large industrial 
enterprises. 


We can see that in the question of privatization the 
public does not have a defined position. But it is the 
same “at the top.” Some are counseling in favor of 
immediate privatization in all spheres. Many are agi- 
tating for staged privatization. Incidentally, the 
chairman of the Council for an Alternative Economy, 
Igor Markulov, claims that in the present situation 
privatization should be in a ratio of 50:50. For Igor 
Markulov broad participation by the public does not at 
all mean transferring state property to anyone who wants 
it. Instead the state should provide anyone who so 
desires with an opportunity to obtain a loan to acquire 
land, build his own enterprise, and produce output. But 
for this what is needed first is to destroy the credit 
monopoly of the National Bank and the other banks. 


Economists are advising immediate privatization in the 
hope that when “wholesale”’ privatization comes every- 
thing will fall into place. And the scholars are suggesting 
these forms of privatization: auctions for small-scale 
property and open auctions for large-scale enterprises. 


Today a process can be observed in Ukraine in which 
workers are literally being pushed to buy shares in the 
enterprises where they work. But some of them will 
surely go bankrupt (economists are forecasting that this 
will be the fate of one-fourth of the enterprises), and the 
workers will be left not only without work but without 
their privatization certificates. That is why no process 
has required publicity as privatization does. Otherwise 
we shall find ourselves playing the role of those who in 
1917 declared “Power to the soviets!”’ and “‘Land to the 
peasants!’’... There is no need to be an economist to 
guess in advance what the situation will be with respect 
to the denationalization of enterprises during the first 
stage: The shareholders will not be rank-and-file citizens, 
much less workers at the enterprises, but outside people. 
And not at all because the people have ignored the 
decision adopted by the Ukrainian parliament to issue 
each adult citizen with a named privatization certificate. 
It will happen primarily because people, by which I mean 
rank-and-file workers, simply do not have any money, 
and this, incidentally, was emphasized by more than half 
of those polled who have taken part in studies conducted 
by the Ukrainian Academy of Sciences Institute of 
Sociology. One respondent in five (of those for whom 
shares are not attractive) stated that he does not intend 
to play these games with the state. The “tricks” with 
loans and bonds are still fresh in the memory... Some 17 
percent of those polled are sure that if they purchase 
shares they will lose all their money, and 10 percent are 
sure that this will bring them some kind of profit. The 
rest do not understand the concept of shares. 


Here is the opinion of those who wanted to buy shares. 
Three-fourths are counting on obtaining additional 
profit from this category, and 15 percent explain their 
desire to purchase shares as an opportunity to preserve 
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money. Only one in 10 claims that he would buy shares 
in order to participate in the management of production. 
It is of interest that about one-fourth of the citizens 
wishing to engage in business or who are already entre- 
preneurs did not evince the slightest desire to acquire 
enterprise shares. 


Thus, the present trend of reluctance to acquire named 
certificates is also delaying the process of privatization. 


And there is yet another trend in the question of full- 
scale privatization, about which a shameful silence is still 
being maintained “at the top.” It is the matter of the high 
degree of probability that the scales of plunder of the 
national property and its concentration in the hands of 
the few will increase, and their scant concern for stabi- 
lizing the economy of Ukraine is almost obvious. Hence 
a solution to the tasks that we setting for privatization is 
problematical, but there simply is no alternative. 


And the state property fund has defined the main pri- 
ority directions. The first subjects of privatization will be 
those that affect most the development of the consumer 
market and those that are holding back stabilization of 
the state budget and slowing the economic development 
of Ukraine and the shaping of its market economy. 


Presidential Economic Adviser on ‘Inevitability’ of 
Devaluation 


934K0203C Moscow DELOVOY MIR in Russian 
12 Jan 93 p 3 


{Article by Viktor Suslov, chief consultant in the Ukrai- 
nian president's economic service: “Devaluation Is Inev- 
itable’’] 


[Text] Today karbovanets operate in cashless monetary 
circulation in Ukraine, and the coupon is used as cash. 
What steps should the government take in the future with 
respect to monetary reform? Viktor Suslov, chief con- 
sultant with the Ukrainian president's economic service, 
shares his predictions and thoughts with Raisa Chirva, a 
correspondent with the DELOVOY MIR agency. 


Today Ukraine must carry out monetary reform in two 
stages. 


First stage. The creation of a national monetary system 
based on a temporary monetary unit—the coupon. This 
stage does not signify the start of monetary reform. It is 
the introduction of national money. 


Second stage. Monetary reform, of which the essence is 
that coupons are exchanged for money in the form of 
hryvni and all cashless ruble accounts are converted to 
hryvnya accounts. 


It is precisely during the second stage that the change in 
the nominal value of the monetary unit should be placed, 
along with procedures for exchanging one money into 
the other. 
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The first stage simply establishes de jure what has 
occurred de facto, and should cause no particular 
upheavals or disturbances among the public. Strictly 
speaking, this step does not in any way directly affect the 
domestic situation in Ukraine and it has significance 
only for the change in the system of interstate accounts. 


The extensively publicized exchange of rubles for the 
karbovanets coupon at the rate of 1:1, naturally, did not 
produce any lines at the banking cash points. There were 
few who wanted to surrender rubles. On the contrary, 
people tried to exchange coupons for rubles as quickly as 
possible in expectation of further devaluation of the 
coupon. 


As for the forecasts... I believe that introduction of the 
hryvnya today to replace the coupon will change nothing 
qualitatively and may even destroy the national cur- 
rency. And after analyzing the situation, the economic 
service of the president of Ukraine is trying to convince 
the appropriate services of the need to introduce the 
hryvnya gradually into circulation over about two years 
in parallel with the coupon. Only then will it perhaps be 
possible to stabilize the hryvnya monetary system, and 
introduce the hryvnya as a convertible currency. But a 
start must be made immediately to introduce the 
hryvnya. 


The first result of the introduction of Ukrainian karbo- 
vanets should be its devaluation against the ruble at a set 
exchange rate. The need for this stems from Ukraine's 
negative balance of payments in its accounts with Russia 
and, naturally, from the difference in the purchasing 
power of the ruble and the coupon. 


The result of devaluation of the coupon will be further 
inflation because of the significant increase in the cost of 
imports from Russia, particularly energy sources and 
raw materials. On the other hand, it will act as a stimulus 
for exports of goods to the territory of Russia, and this in 
turn will lead to devastation of Ukraine’s domestic 
market. But this should no longer shock. It is necessary 
to understand that this is payment for Ukraine’s pre- 
vious monetary policy. Only by changing this policy is it 
possible to correct the situation. 


Incidentally, on the subject of predictions, the struggle 
about a specific concept for carrying out the second stage 
of monetary reform, that is, the introduction of a per- 
manent national currency (the hryvnya), may in the very 
near future become yet another important sector in the 
field of political struggle. 


Academic on Conservation of Timber Resources 


934K0202A Kiev GOLOS UKRAINY in Russian 
21 Jan 93 p 6 


[Interview with Academician Ya. Koval of the Ukrai- 
nian Academy of Ecological Sciences by Leonid 
Brovchenko, place and date not given: “In Her Previous 
Life She Was a Beautiful Tree; Now She Is a Container’’] 
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[Text] Ukrainian forests are a source of timber, technical 
raw materials, and edible fodder resources. Because of 
their protective qualities, forest stands help to improve the 
hydrology of the territory, slow down soil e: osion, increase 
the yield of agricultural crops, and so on. There are not 
enough forests in Ukraine, however, which has a negative 
impact on the ecological and economic situation of the 
state. We are offering our readers an interview with 
Academician Ya. Koval of the Ukrainian Academy of 
Ecological Sciences, chief of the forest resources depart- 
ment of the Council for the Study of Productive Forces in 
Ukraine of the Ukrainian Academy of Sciences. 


[Brovchenko] Yaroslav Vasilyevich, Ukraine is currently 
experiencing an acute shortage of timber resources, it 
needs timber for both woodwoodworking enterprises 
and the population; the natural protective function of 
the forest itself is diminishing. Is there a way out of this 
situation? 


[Koval] Only 14.3 percent of Ukrainian territory 1s 
covered by forests, which is considerably below its 
economic and ecological needs. Considerable damage 
has been done to the forests over recent years. During 
this time the volume of primary logging exceeded the 
planned cutting area by a factor of two or more, which 
considerably depleted resources. Today the share of 
mature resources ready for utilization is about 2-4 per- 
cent—in coniferous forests only 2.7 percent—while the 
norm is 12-15 percent. 


The depletion of raw timber reserves diminishes the 
volume of forest utilization. Therefore, it comes as no 
surprise that only 30-35 percent of the need for timber is 
met through the use of local resources. Now take into 
account how much more difficult it has become now to 
obtain timber from Russia. It is now delivered in limited 
quantities, mainly through barter and, as a rule, in 
exchange for sugar, vegetable oil, and other goods in 
short supply, of which we do not have enough to meet 
our own needs. Because of reduced timber deliveries, 
woodworking industry output has dropped by 30-35 
percent as compared with last year; housing construction 
has slowed. Especially hard-pressed in terms of timber 
supply are Ukrainian mines, as well as pulp and paper 
and pulp and cardboard enterprises. 


[Brovchenko] How realistic is an increase in our own 
timber-producing base? Do we have any reserves in 
Ukraine? 


[Koval] Yes, we do; we have about 1.5 million hectares 
of nonarable land that belongs to kolkhozes, sovkhozes, 
and other land users; approximately 2 million hectares of 
washed-off agricultural land; and 2 million hectares of 
eroded grazing land. The aforementioned acreage is of 
practically no use to agriculture; therefore, it is desirable 
to set it aside for reforestation even before the privati- 
zation of land is completed. This will contribute to a 
more effective utilization of land holdings; most impor- 
tantly, it will increase our own forest resources, which 
our national economy needs acutely. In addition, the 
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level of utilization of the land’s production capacity will 
increase. In areas with more forests, as a rule, natural 
landscapes do not degrade; forests provide a reliable 
system of protection for agricultural land and water 
resources. As an example, I will tell you that in Ukraine's 
southern regions the yield of grain crops in fields pro- 
tected by belts of forest shelter is 3-5 percent higher than 
in areas without them. Each belt of forest shelter that 
occupies one hectare of land protects 25-30 hectares of 
crop area, and the loss of acreage set aside for it is more 
than compensated for by the additional yield received as 
a result of the forest’s impact. 


[Brovchenko] I agree with you; however, increasing the 
forest area pays off in 30-40 years at the earliest, whereas 
we need timber today. 


[Koval] Simultaneously with expanding forestation 
efforts we need to introduce a strict regime of timber 
conservation with respect to its use for consumption and 
at woodworking enterprises, where the level of timber 
utilization is 2-2.5 times lower than that in developed 
countries. Out of one cubic meter of timber, our factories 
produce per capita half as much wood-particle board, six 
times less wood-fiber panels, eight times less plywood, 
10 times less cellulose, and more than 20 times less paper 
and cardboard than those in Finland, France, Sweden, 
Germany, and Italy. Lumber and furniture production is 
inefficient. All this is the result of imperfect production, 
and a poor technological base. Last but not least is the 
indifferent attitude towards raw timber, which has been 
relatively cheap for our consumers in the past. 


We have very inefficient production of shipping con- 
tainers, for which we annually expend about | million 
cubic meters of commercial wood, which accounts for 
about 70 percent of republic logging. About 2 million 
cubic meters of timber could be saved by secondary use 
of mine stanchions and replacing them with ferrocon- 
crete structures. In developed countries, timber is 
seldom used for mine stanchions. Research shows that 
introduction of progressive technologies at woodworking 
industry enterprises alone can save and put back into the 
economy about 10-12 million cubic meters annually. 
This is a hefty reserve of resources. 


[Brovchenko] What are the ways to increase the produc- 
tion of paper and cardboard? 


[Koval] The problem of supplying the republic with 
paper and cardboard remains. Ukraine does not have 
sufficient capacities for their production. There are, 
however, proposals and a corresponding decision of the 
supreme organs of power with respect to organizing the 
construction of a new pulp and paper combine. The 
environmental and economic feasibility study for its 
construction was recently completed. The conclusion is 
as follows: It needs to be built; the best option—to build 
it in the northwestern part of Ukraine, where appro- 
priate resources are concentrated and which is most 
suitable from the ecological point of view. 
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The pulp and paper combine may use as raw material 
timber produced in the process of forest management 
logging, and from redistribution of timber in the con- 
sumption sphere. We should also look into the feasibility 
of logging certain quantities of timber from nonindige- 
nous forests of spruce and pine in areas where they are 
35-40 years old and are being intensively damaged by 
root fungus and borer bugs, and are drying up. 


At the same time, we need to increase the volume of 
forest plantations, and allocate the needed land for it. It 
would be expedient to organize this type of forestry as 
part of pulp and paper combine operations, at logging 
enterprises, and on the basis of free enterprise. And, 
finally, timber logging can be increased through intensi- 
fication of forest utilization. 


{[Brovchenko] What does that mean—intensification of 
forest utilization? Do you mean that in Ukraine, with its 
low percentage of wooded territories, forest depletion, 
and the important ecological functions of forests, there 
are still possibilities to increase the volume of forest 
utilization? 


[Koval] According to the basic principles of scientific 
forestry, rational forest logging does not contradict 
nature protection measures. Forest logging within well- 
founded norms is an important factor in preserving the 
structure of forests, increasing their productivity, and 
strengthening their protective functions. Currently, the 
intensity of forest logging in the republic is relatively 
low. Calculated per hectare of wooded area, 1.56 cubic 
meters of timber is logged, while its annual growth 
amounts to four cubic meters. This means that forests in 
state forest stocks are undergoing an intensive process of 
wood mass accumulation—approximately 15.5 million 
cubic meters (without taking logging into account) annu- 
ally. These timber resources, despite the fact that their 
accumulation takes place mostly in young and middle- 
aged forest stands, will relatively soon (15-20 years) 
become a forest utilization reserve. We should also put 
to better use mature and overmature stands in first- 
category forests, where a considerable part of the forest 1s 
withdrawn from use for economic reasons. 


There are currently about 50 million cubic meters of 
mature stands in first-category forests, if we exclude 
preserves, forestation on steep slopes—especially protec- 
tive forests—protected areas, and other categories with- 
drawn from use, this leaves about 30 million cubic 
meters of timber. True, a considerable share of such 
stands are damaged by core rot and other diseases, and 
therefore the yield of commercial wood fluctuates within 
the range of 20-30 percent. However, keeping in mind 
the acute need for timber, some of the forest stands 
withdrawn from use may be used for economic pur- 
poses—provided the volume and methods of their utili- 
zation are ecologically sound. 


{[Brovchenko] Yaroslav Vasilyevich, what are the pros- 
pects for the development of a natural preserve; what is 
it necessary to do in order to preserve the natural genetic 
fund? 
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[Koval] There are seven natural preserves currently func- 
tioning on the basis of forest stands, with a total area of 
52,000 hectares, as well as three national parks, covering 
123,000 hectares. In addition, 124 state and local protected 
areas have been set up, with a total area of 140,000 hectares, 
with protected forest and forest marsh ecosystems. Ukraine 
has natural complexes of great scientific and practical value 
for forestry. Nobody makes use of them, however, with the 
exception of a few enthusiasts. The land set aside for natural 
preserves may be increased by adding forest areas, among 
others, in Rovno, Sumy, Cherkassk, Ternopol, Odessa, 
Transcarpathian, and Volynsk Oblasts, with a total area of 
about 150,000 hectares. It makes sense to investigate the 
possibility of expanding the area of existing natural pre- 
serves by adding adjacent forests currently in state forest 
stocks, and reorganize some protected areas and natural and 
hunting preserves into state preserves. In the natural pres- 
ervation areas it is necessary to establish control over 
production, technological level, and structure. 


INTERNATIONAL AFFAIRS 


Europe Orientation Seen As Only Realistic Course 


934K0152A Kiev NARODNA HAZETA in Ukrainian 
No I, Jan 93 p 5 


{Article by Dmytro Tuzov: “We Are Europeans’’} 
{Text} 


The Third Rome or the Second Babylon? 


As late as this century, the Old World resembled “a penin- 
sula, devastated by explosions, rife with greed for gold and 
the spirit of rebellion (P. Moran)}—a picture diametrically 
opposed to our idea of Europe as a continent of prosperity 
and democracy. The modern rebirth occurred in the lifetime 
of a single generation, and today Europe is moving toward 
the creation of an economic, monetary, and political union. 
Contributing to this consolidation were the constant Soviet 
threat and later the trade war with the United States. Today, 
the initiators of union are not military men with a common 
defense doctrine but businessmen trying to transform "the 
twelve“ (twelve countries) into a gigantic free trade zone 
without customs checkpoints and lines at borders. The 
common market promises to increase the community’s 
gross product by 5.5 percent, which will create new jobs and 
strengthen European competitiveness. There is a discernible 
pragmatism in the steady drawing together of former rivals, 
or even enemies; opponents of European unity in England, 
France, Denmark, and Switzerland (the latter is not yet 
legally a member of the EC) are up against their more 
practical countrymen, who will not permit an outflow of 
capital and a fall in the standard of living. Clearly, however, 
it is not solely a question of the movement of money; the 
foundations of European patriotism were laid in the period 
of ancient civilization, whose undying spirit eventually 
induced both renaissances. We find the beginnings of a 
European identity as far back as the third century BC. The 
Hellenic philosopher, Isocrates, called upon the Europeans 
to unite against Persia to defend the continent against 
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Asiatic expansion. Isocrates was not heeded, and for many 
more centuries Europe remained torn between arious blocs, 
alliances, and religious beliefs. The French historian 
Besancon describes the stratification of Europe as follows: 
"Historically, there were three Europes: the first, wealthy 
Europe stretches from Madrid to Vienna through London, 
Paris, Rome and Berlin. Between the 16th and | 7th centu- 
ries, there existed a second Europe—less brilliant, poorer, 
but nonetheless European—which included Poland, the 
Baltics, Ukraine, and Belarus. At times, Sweden and Hun- 
gary were part of this ‘second Europe.’ Muscovy comprises 
the third Europe—poorer still, remote, and barbarian“ 
(FIGARO, Paris, 6 September 1991). 


The eastern portion of the continent, especially Ukraine and 
Belarus, is subject to significant influences from this Mus- 
covite “Europe”: the eastern orientation of countries in the 
so-called Byzantine belt is traditional. Even the ancient 
Achaeans established ties mostly with Asia Minor, because 
the dangerous Adriatic lay across the route to the West. This 
is how Mykhaylo Hrushevskyy defines the strategic error 
made by Volodymyr the Great: “Volodymyr consciously 
and energetically pushed Rus’ in this direction [towards 
Byzantium—D.T.]... at that time it was not possible to 
foresee that Western culture was destined to flourish and 
Byzantine culture was fated to decline.’’ Ultimately, 
Moscow did no more than imitate Babylon, which in its 
time applied as an instrument of state-building the theory of 
empire proposed by Zeno the Stoic: to live not as separate 
states governed by different laws, but together, under a 
single system, “like a herd that grazes on a common pas- 
ture.” 


Spiritual Aggression 


All attempts to interbreed West with East produce only 
negative results. If the Norman influence on the formation 
of the English, French, or Ukrainian state is an internal 
phenomenon, as it were, today the hot eastern wind more 
often than not carries with it not the wisdom of the Koran or 
the cosmogony of Ramakrishna, which educated Europe has 
long known, but the acrid smoke of local and world conflicts 
and interethnic hostilities. The expansion of the East into 
geographic Europe has long since passed beyond the bench 
mark of mutually enriching cultural influences and, instead, 
recalls spiritual aggression. The export of violence to the 
continent, especially to Ukraine, 1s linked to the dividing up 
of spheres of influence by Asiatic mafias, which, as they set 
up their legal and illegal businesses, are preparing the 
infrastructure for new masters and binding the state to their 
interests with their capital, thereby pushing the state into 
the opposite direction from Europe—precisely at the time, 
when various dreamers are claiming that we are drawing 
nearer to the West. 


Those Ukrainian politicians who seek “free oil’ must 
realize that Ukraine’s leading position in Asia is illusory. To 
consolidate such a position, it is necessary to wage wars for 
centuries with all neighboring states like the war between 
Iran and Iraq, in which the participants have long since 
orgotten what originally caused the outbreak of hostilities. 
Clearly, we will not be satisfied with the colonial status of a 
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“bamboo democracy,” in which the Asiatics thrive in busi- 
ness, while the indigenous population, most of which still 
fails to understand the rules of three-card monte, especially 
in light of privatization by auction, engages exclusively in 
circulating newspapers. In any case, there exists evidence 
that cannot be faked that we are part of Great Europe: 
anthropological, historical, cultural, linguistic, tribal, etc. 
Someone has even said that every one of our genes shouts 
Europe. But we also understand something else. There is a 
limit to how long we can keep relying solely on this evi- 
dence. After all, it is not only a case of the Soviets having 
traumatized the psyche of the population and destroyed its 
sense of private property, but the depth to which these 
deformation have penetrated social consciousnesss. A 
broken street light is evidence of the mental aberration of 
one specific person, but the inability to at least stabilize our 
own economy raises doubts regarding the normalcy of our 
society as a whole. Being transformed into another Turkey, 
which is not being permitted to join Europe as its applica- 
tions to become a member of the EC are methodically 
rejected, will not only cause moral damage to Ukraine, but 
will make it more difficult for her to get out from under 
Moscow’s influence, as the recent scandal surrounding the 
Ostankino television channel vividly illustrates. The 
Moscow television company plans to improve its financial 
Status at the expense of Ukraine’s expiring budget, which is 
simply unable to finance national education and culture. 
Russia, whose influence on the European process must 
certainly not be ignored, is herself confused on the West- 
East issue. 


Incredibly, of all the post-Soviet states, it is Russia that 
enjoys the highest degree of trust in the West—and not only 
because of the West’s sympathies towards Gorbachev, the 
reformer of the “evil empire,” and Yeltsin, the victor over 
the State Committee for the State of Emergency, but also as 
a result of historical factors associated with the European- 
ization of the Muscovite empire that began under Peter | 
and was continued by his successors (especially the German, 
Catherine II). Not only have the Muscovites skillfully 
rewritten history, copied the Dutch flag, and refashioned a 
religious song into a hymn, but they farsightedly invested 
large sums of money into education, science, and culture. 
Small wonder that in Europe Russia is not identified with 
the Lenin epic and with wars of occupation but with the 
works of Tolstoy, Dostoyevski, and Solovyov. It is this kind 
of associative thinking that prompted international recog- 
nition of Russia as the legal heir of the defunct Union. But 
even though the elite European club demonstrates in every 
possible way its openness to new members, in all probability 
the Russian question will hang in the air for a long time or 
will be limited to associate membership. It is hardly likely 
that the EC will risk taking on the burden of the Eurasian 
giant. 


There Is No Alternative 


Of course, all this is a matter for the distant future. Today 
the Community's commissions are determining how much 
benefit will be derived from membership in the EC of 
Sweden, Austria, Switzerland, Finland, Ireland, Liechten- 
stein, and Norway—members of the European Free Trade 
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Association, countries with developed market economies 
and established democratic systems. The members of the 
“Vysehrad triangle” (as of | January, undoubtedly a quad- 
rangle—Ed.) are knocking with growing urgency at the door 
of Great Europe: Poland, Hungary, and Czechoslovakia 
have already become associate members of the Community. 
The time has come for signing similar agreements with 
Rumania and Bulgaria. To be sure, the founders of the 
European union have not yet reached an understanding with 
the opponents of this union, of whom there are many. Proud 
old Great Britain is seriously troubled by the likelihood of 
losing its sovereignty, Denmark rejected Maastricht in a 
referendum, and all of Europe fears the prospect of waking 
and falling asleep to the sound of the rousing marches of 
Germany, which is not likely to abandon its economic 
hegemony over the continent. Thus when Prime Minister 
John Major of Great Britain hopes that after a period of 
time Western Europe will see “strong democracies, moving 
towards growth and full membership in the EC” in the East, 
he is not merely being polite. For the first time in many 
years, “brilliant Europe” has turned its eyes eastward in 
search of answers to questions about the continent’s future. 
Will a force be born there that will be able to extend the 
European vector from London, through Paris, Rome, and 
Berlin, eastward, and will it help to find the balance that is 
so badly needed in the whole world today? 


Kiev, too, finally has an opportunity to gain an important 
voice in world politics, but only if it succeeds in ridding 
itself of its complex of “Hellenistic effeminacy,” owing to 
which the building of statehood was replaced by dreaming 
and nostalgic longing for the past “when we were Cossacks.” 
Unique economic reforms must become the foundation of 
the future Ukraine. New laws must stimulate the growth of 
production, the introduction of the latest technologies, and 
the influx of capital. This 1s not a new path. It is possible to 
avoid the fate of third-world countries, the common pasture 
fought over by external forces, only by accomplishing an 
economic miracle. 


We simply have no other alternative. 


Universal Nuclear Disarmament Advocated 
Y34K0155A Kiev LITERATURNA UKRAYINA 
in Ukrainian No 2, 14 Jan 93 pp 4-5 


[Article by Professor Roman Zvarych: “Ex Oriente Lux! 
Thoughts About ...”’] 


(Text} Recently, in conjunction with the signing of the 
START I and START II treaties, unhealthy passions have 
been stirred around Ukraine to the effect that our parliament 
is supposedly delaying consideration of the treaties in every 
way possible, that Ukraine has abandoned its own intention 
to become a nonnuclear, neutral sta‘e, and that is demanding 
special guarantees and advantages as a precondition for 
signing these, undoubtedly, significant disarmament agree- 
inents. 


The mass media of the Russian Federation are exceedingly 
active in whipping up such hysteria. Accusations leveled 
against Ukraine by government officials of the United States 
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and other Western countries sometimes sound in unison with 
the mass media. Nonetheless, Ukraine remains faithful to its 
basic principle. However, as an independent state it has a 
right to ensure its own security, as well as the right to 
thoroughly review and properly weigh the aforementioned 
documents. An article by Professor R. Zvarych, a well-known 
Ukrainian politician, touches on a number of significant 
problems in this area. 


The 20th century is a century of paradoxes. On one 
hand, it is an era of nations and Man becoming sover- 
eign, a time of disintegration of all empires existing to 
date, including the “last,” and the cruelest empire in the 
entire history of humanity, the communist-Russian 
“prison of nations.” This has made it possible to com- 
plete the process of the construction of a new, free, and 
just world order. On the other hand, this is the age of the 
greatest fright: the nuclear bomb through which 
humanity for the first time faced its absolute, irreversible 
extinction and Man, all animal and plant life, being 
wiped off the face of the earth. 


There also is the following paradox: America, the ‘“cham- 
pion of freedom in the world,” and the only power to 
date which has allowed itself to use the terrifying 
weapons of mass destruction, twice, against its enemy— 
this America wanted to teach the newly proclaimed 
Ukrainian state “nuclear responsibility.” In reality, this 
meant that Ukraine should give all its nuclear weapons 
io Russia. It turns out that the Ukrainian state was 
supposed to arm chauvinistic, anti-Ukrainian Russian 
forces which have been trying for centuries to eradicate 
the very notion of “Ukraine.” 


An insane arms race began once two hostile worldwide blocs 
emerged—the so-called “free world,”’ on one hand, and the 
antiworld which emerged behind the “iron curtain.” on the 
other. The world was artificially divided into two neocolo- 
nial complexes, “spheres of influence,” accordingly, with 
two centers: one in Moscow and the other in Washington. 
One of these superpowers pursued an openly imperialistic 
policy, which was manifested through the traditional form 
of colonial oppression of the peoples once enslaved by 
Moscow. Such imperialism also had features which were 
hitherto unseen in European countries, but characteristic of 
Moscow—a purposeful policy of repression which was to 
bring about the orphaning of enslaved peoples ethnicaily, 
and brutally transforming the population into Russians. but, 
obviously, with the status of “younger brothers” of the 
“great Russian people.” This policy of total Russification 
was a method for imposing a strictly Russian way of life, a 
strictly Russian mentality in all areas of a nation kept away 
from power, impoverished, and reduced to barbarity by the 
commune. 


For its part, the ‘“‘neocolonialism” of the other power was 
manifested in more hidden form. American capitalism 
also imposed its way of life, its system of values which 
was perverted by materialism. However, instead of 
Kaiasiinikovs, the bottle of Coca-Cola was the weapon of 
the American capitalist-“globalists.” When the world 
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economic market happened to be temporarily oversatu- 
rated with a product, American capitalists, in order not 
to disturb their system of prices dictated to the world, 
preferred to drown this product in the ocean rather than 
return it to the destitute farmers who grew this product 
almost for nothing. Elevating the “golden calf’—the 
American dollar—to the heights of human consciousness 
brought about, in part, the dangerous barbarization of 
the national spirituality of ancient nations who had 
spiritual, traditional, and lifestyle foundations of life 
dating back a millennium or even several millennia, as in 
Japan, where the Shinto religion was a foundation. 


Therefore, two hostile, uut not quite opposite concepts of 
the world order clashed, which were based on striving to 
establish hegemony over the entire world, or at least over a 
greater part of it. However, both powers had to agree that 
the greatest obstacle to their plans was presented by an idea 
which had to be destroyed first, before embarking on further 
struggles for influence in the world. This was the revolu- 
tionary idea of a nation which stubbornly manifested itself 
in an organized form through the national liberation move- 
ments of enslaved or economically destitute peoples. This 
idea contained the vision of a new world order built on 
universal ideals of freedom and justice, that is, in the area of 
international policy—mutual respect by each nation-state 
for the right of others to state independence, and in the 
domestic, social area—the recognition of the nation, and its 
common good (rather than some immoral “good” of the 
socially irresponsible, egotistic consumer) as the most fun- 
damental factor of organization in sociopolitical life in 
sovereign nation-states. This revolutionary idea, which pre- 
vailed nonetheless, was the strongest threat to the plans of 
both military superpowers. Therefore, despite conflict- 
ridden, “cold” relations, the representatives of these blocs 
found a kind of common language. For example, Khrush- 
chev could talk about some kind of “peaceful coexistence,” 
while Nixon sought some kind of “detente.” 


Having divided the world into separate geopolitical 
“spheres of influence,” the two parties meanwhile prepared 
for the ultimate strike. In particular, the insane arms race 
cost Moscow dearly; it did not have the stable economic 
foundation which was necessary to effectively compete with 
the West in a long-iasting marathon. This is why Moscow, 
though economically much poorer, strove to immediately 
take advantage of the military equilibrium with the West 
which it had achieved with the greatest difficulty. This 
occurred in the form of onward military expansion in the 
parts of the world where Western interests and positions 
were not firm. The policy of conquering the world could be 
implemented in the form of a direct military offensive 
against a country (for example, Afghanistan), though such 
cases were rare. One of the most significant priorities in 
Moscow's policy of expansion was not to get involved in 
direct conflicts with America or Western countries. For this 
reason, Moscow more often found and reared so-called 
“chents.” primarily from among “Third World” countries, 
through which 1 gradually reinforced its influence, either by 
way of supporting so-called “wars of national liberation” 
(for cxampile, in Vietnam), or by way of inspiring so-called 
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“proxy” (by representatives) wars (for example, in Angola), 
or even by way of all kinds of subversive, sabotage, and 
frequently terrorist actions of individual communist, “Red” 
parties and groups financed by Moscow in various countries 
of the world, including Western countries. 


Therefore, an objective as noble as peace in the world 
became a subject for mutual blackmail (“mutually 
assured destruction’’) by the two superpowers. Utterly 
insidious means, such as blackmail, acquired the kind of 
distorted status of a moral “categorical imperative” for 
the first time in the history of the development of the 
human Spirit, or altogether in the history of human 
relations. The dialectics were thoroughly thought 
through, and humanity got altogether confused because 
of this worldwide merry-go-round. 


We should refer here to a small but forgotten deviation: 
Throughout this entire time, the only morally justified 
position was to completely destroy the terrifying nuclear 
weapons which the fourth horseman of the biblical 
Armageddon was about to mount at any minute. 


Peace and stability have been the priority criteria of all 
international relations. This was solely a declaration 
because, in essence, a brutal, mutual nuclear blackmail! was 
the pillar of an anachronistic, ethically distorted world 
order. The two superpowers could destroy the entire worl 
not once but 10 times over! Of course, someone had to fall 
victim to this program based on blackmail. “Globalists” 
from the two sides began to argue that even the smallest 
disturbance of the “status quo” could not be allowed to 
happen by any means. For the peoples enslaved by Moscow 
in the USSR and so-called “satellite” countries, this policy 
boiled down to their peril, as it were, pred: ated on history, 
logical and immutable. For example, the j»: nciple of the 
“inviolability” of borders and the political “integrity” of all 
contracting parties was adopted in Helsinki, at the First 
Conference on Security and Cooperation in Europe in 1975. 
The USSR (rather than the Ukrainian Soviet Socialist 
Republic) was one of those parties. Therefore, the empire 
was to remain whole. Besides. the West, headed by the 
United States, carried on the “cold war” against the USSR. 
Washington saw the danger of the possible disintegration of 
the Soviet-Russian empire under pressure from evolving 
revolutionary processes. For this reason it happened to 
continuously bolster the empire in order to have an oppor- 
tunity to compete against it further’ After ail, in the absence 
of this “competitor,” the entire foundation of the policy of 
the West to date would have been shaken. The absurdity 
became perfect... 


Such diabolical dialectics gave Moscow plenty of opportu- 
nity to make a play for, and gain new positions by under- 
mining, of course, those of the West in virtually all geopo- 
litical regions of the world. Western technology, which was 
transferred to the USSR virtually free of charge, was trans- 
formed into anti-Western weapons. American grain was not 
used to adequately feed the destitute population of the 
USSR but rather for Moscow to be able to obtain necessary 
credit or raw materials from other countries from which sti!! 
more modern armaments could be built, to be later turned 
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against the West. Some might say: “How stupid... how 
naive!’ However, from the point of view of the West, this 
was neither stupid nor naive, but precisely a well-developed, 
Strategic policy necessary to maintain the “status quo,” 
which was considered to be in line with the highest-priority 
Western “national,” that is “neocolonial,” interests. 


Taking advantage of such dialectics, Moscow succeeded in 
turning individual enslaved nations, in particular Ukraine, 
into an extensive nuclear-political laboratory. Having 
deployed many nuclear missiles from its arsenal in Ukraine, 
Moscow thus succeeded in maneuvering NATO countries to 
target their nuclear missiles on the lands of Ukraine and 
other enslaved nations of the USSR. Therefore, forces which 
could become natural allies of the West were neutralized to 
a certain degree, all the more so because the policy of the 
West could no longer count on revolutionary, national- 
liberation movements in the expanse of nations enslaved by 
Moscow. Despite everything, such movements were stub- 
bornly emerging anyway... A terrifying specter would have 
soon appeared before Western strategists: Nuclear missiles 
located in the land of Ukraine and other enslaved nations 
falling into the hands of a kind of “fanatics.”’ Contrary to the 
will of the peace-loving Ukrainian nation, which has never 
in its history engaged in any expansion or policy of con- 
quest, Ukraine was transformed into a potential nuclear 
superpower which, from the point of view of these ominous 
dialectics, could become a serious threat, as seen by the 
West. 


In the early 1980’s Moscow depleted the economic and 
financial resources which had been accumulated through 
colonial exploitation, and which were necessary to keep pace 
with the United States in the insane arms race. As early as 
the time of Andropov, the leaders of the Kremlin came to the 
conclusion that the centralized, administrative-command eco- 
nomic structure of the USSR, with its operational system of 
dictate from the top, had failed completely. It was necessary 
to replace the rotten economic system with a new one, built on 
the basis of a “free market,” which would draw broader strata 
of the working people into new socioeconomic relations, and 
gain their confidence first by offering a new system of 
political values. This double-sided policy and such new 
thinking were ideologically substantiated anew under the 
false labels of “perestroyka” and “glasnost” once Gorbachev 
came to power in the Kremlin. 


The liberalization and democratization of what were total- 
itarian political relations to date, along the line of reforms in 
the foundation, were not ends unto themselves. ‘“Glasnost’’ 
was a means to the main end of economic restructuring. A 
pseudo-democratic program of reforms from the top was 
invented in order to win the confidence of the broad masses 
afflicted with cynicism and nihilism, by drawing them into 
new political processes from which they had been alienated 
to date. The hope was that this new mass political involve- 
ment would result in specific economic actions and the 
ability of the “perestroyka-ed” Soviet man to work. How- 
ever, Gorbachevian reformers failed to account for two 
aspects in their projections: a) complete! totalitarian siruc 
tures cannot be transformed, or “demucratized” trom the 


top in any way; they may only be replaced with new, iruly 








FBIS-USR-93-019 
24 February 1993 


democratic structures; b) extensively drawing the popula- 
tion in the territories of the enslaved nations into new 
political processes was quickly transformed into a distinct 
national-liberation struggle for independence. The national 
idea erupted with volcanic force, turning into a mass, or 
rather all-people's, phenomenon for the first time since 
World War II. 


At first, the West did not know how to respond to these new, 
unprecedented movements in the USSR. However, as time 
went by, the West became convinced that, in the words of 
M. Thatcher, they “could do business” with a “democra- 
tized”’ (read capitalized) Soviet Union headed by the liberal 
Gorbachev. However, almost no one in the West took into 
account the possibility of the “last empire” irrevocably 
falling apart into individual national, democratic, indepen- 
dent, and sovereign states. U.S. President George Bush 
advanced a concept saying that it was already possible to 
embark on building a “new world order.” Actually, it meant 
that the West and the new “restructured’’ USSR would be 
able to continue dividing spheres of influence among them- 
selves, but through precisely peaceful rather than conflict 
mutual relations. The “cold war” came to an end, but the 
strategic thinking of “globalists’ from Washington and 
Moscow remained, although it had a different politica) 
vocabulary filled with the same neocolonialist content. Only 
the ideological framework changed for the still fixed, com- 
pletely imperialistic order which, however, was already built 
on new political, pseudo-democratic principles. 


Gorbachev's “new Union treaty’’ was a mainstay of this 
strategy. All Kremlin officials protective of the empire 
(along with capitalist “globalists’ in Washington) under- 
stood well that it was necessary to preserve the integrity of 
the “Union,” which was shaken by revolutionary blows. 
However, as early as 1988 an incipient split in the governing 
Russian imperialist class became apparent. Some forces 
wanted to use more repressive methods in order to force the 
rebellious nations to join the new “Union.” Other forces, 
headed by Gorbachev himself, argued that a lasting founda- 
tion for the reconstructed Union could only be laid by way 
of “democratic integration,” which called for patience on 
the part of the governing stratum, by way of coopting a 
certain segment of the national, or, so to say, republic-level., 
elite. It should be mentioned that the split caused by 
differences in the Kremlin concerned tactical policies only. 
because all forces protecting the empire in Moscow were 
completely united as to the main, strategic objective: the 
need to preserve the wholeness and integrity of the empire. 
The second schoo! won, though this victory was not quite 
complete, and not even decisive enough for Gorbachev to 
boldly proceed along this path. Many supporters of the 
former policy remained in positions of power and influence. 
especially in the KGB and the Army. whom Gorbachev had 
to very tactfully manipulate; this explains individual ‘‘zig- 
zags”’ in his policy. This policy boiled down, on one hand, to 
convincing these forces to be patient, while on the other. 
gradually drawing “republic” officials into new “Union” 
structures. 


On 19 August 1991, they lost patience. There is no doubt 
that Yanayev’s “putsch” was mainly due to Gorbachev's 
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failure to draw Ukraine into the project of restructuring the 
“Union.” This unsuccessful “putsch” of the still “unrecon- 
structed” defenders of the empire, thinking in old ways, 
accelerated the emerging revolutionary liberation processes 
in Ukraine and other enslaved nations considerably, if 
somewhat artificially. The artificial character of this accel- 
eration brought about Ukraine proclaiming its indepen- 
dence on 24 August, notwithstanding the fact that even to 
this day, old, obsolete, anachronistic colonial structures 
have not been replaced by new, purely Ukrainian, truly state 
structures of a new legal entity created by the act of 24 
August. At any rate, a fatal blow was dealt to the empire. It 
was not ultimately knocked down in Belovezha Forest on 7 
December, but rather one week sooner, on | December, 
during a nationwide referendum at which the people—the 
source of people's power and state sovereignty in the Ukrai- 
nian state—ratified the Independence Act by such an over- 
whelming majority vote that everyone understood: The 
communist Russian empire was already dead, de facto and 
de jure. 


The weight of | December is also considerable because 
not only was the “last empire’ at the modern stage of 
human history ultimately toppled on that day, but also 
the old world order was upset, which, to date, had been 
based on the great-power interests of two nuclear mili- 
tary powers. One of them, the most sadistic empire, had 
already been wiped off the face of the earth and con- 
signed to the trash heap of history. They have this saying 
in America: “It takes two to tango.’ From | December 
on, Washington no longer had anybody in the world to 
party with to the sound of the repetitive, anachronistic 
music of the neocolonial “status quo.” 


Contrary to all predictions by “globalists,” the new world 
order was built in its incipient form much earlier. It was 
ideologically designed in the course of the national- 
liberation struggle of peoples enslaved by Moscow. This 
revolutionary projection had nothing in common with Pres- 
ident Bush's concept of a “new (actually the same) world 
order.” The victorious idea of nationhood would be its 
keystone. Unlike the old, already obsolete, colonial order, 
this would be an order in which the common interests of all 
peoples, all humanity, Man as such, would be taken into 
account on the principle of equal, parity rights rather than 
the interests of a narrow circle of certain privileged Dowers. 
Under this truly new order, mutual relations between 
nations would be the consequence of a superior, more 
perfect interpretation of justice. Previously, it was impos- 
sible for such an order to exist because the presence of the 
expansionist, inhuman policies of the Soviet-Russian 
empire resulted in the maintenance of conflict relations not 
only between the two protagonists, but even at the periphery 
of this supposedly main drama. This made the peaceful 
resolution of regional conflicts impossible. It became such 
an absurd situation that precisely the most ternfying instru- 
ment for the total destruction of humanity in history, the 
accursed nuclear bomb, became the foundation for peaceful 
stability, or more precisely a delusion of peace... Under the 
new, free, and just world order, such weapons would 
become absolutely superfluous 








136 UKRAINE 


Is this a utopia? Indeed, it is possible that this is a 
utopian dream. However, this is a dream of all peace- 
loving humanity. This is a dream which is based on the 
only correct and responsible, and utterly moral, position: 
World stability and world peace will only come about 
when ALL nuclear weapons disappear, are dismantled, 
and are completely destroyed. This is a dream which 
perhaps may not materialize in the 21st or even the 22d 
century. However, it must materialize, because the death 
of humanity is the alternative. 


Incidentally, this dream is already coming true to a certain 
extent; after all, the greatest threat to world peace, the power 
which put all humanity under the Damocles’ sword of 
nuclear blackmail—the communist Russian empire—has 
already disintegrated under the pressure of national libera- 
tion movements. Therefore, for this reason Western coun- 
tries, especially the United States, already consider this 
vision of a new world order, which is free of any and all 
nuclear blackmail, quite a threat to the old order, of which 
they were co-architects. This is why they currently seek, with 
such persistence, to force Ukraine and other peoples of the 
former USSR to place their nuclear weapons under the 
strategic command of the newly created ““Commonwealth of 
Independent States” (instead of placing them under joint 
control, which would rule out their use). Actually, it means 
giving these terrible weapons of destruction to the self- 
proclaimed successor of the USSR, Russia. Together with 
the West, it would become a co-architect of the “restruc- 
tured”’ old order. The same obsolete policy of mutual 
nuclear blackmail would remain the foundation of this 
order. However, a new, revolutionary movement has 
already emerged, and in part prevailed, which rests on the 
notion of nationhood and the universal values of freedom 
and justice, a movement which seeks to discard the old 
order and its ethically distorted dialectics. Ukraine is in the 
forefront of this movement. Its historically progressive role 
has by far not been played out, because it should be noted 
that Ukraine is the first nuclear power which has already 
begun to dismantle its nuclear weapons independently, 
voluntarily, and with a sense of responsibility for the future 
of all humanity. I stress that these are UKRAINE'S nuclear 
weapons, which it never even sought and through which 
Moscow intended to turn our fertile lands into a single 
extensive nuclear-political laboratory. The first diabolical 
experiment in this laboratory took place in April 1986, at 
the Chernobyl Nuclear Power Station. At the time, the 
Ukrainian people understood that they would hardly sur- 
vive another such ominous experiment. This is why Ukraine 
proclaimed to the world its unchanged desire to become a 
nuclear-free zone, and this is why the current government of 
the Ukrainian state will also be forced to continue the 
initiated policy. In this policy, all nations, all nuclear and 
nonnuclear countries of the world, should find a model for 
building a truly new, free, and just world order which, I 
repeat, is freed from any and all nuclear blackmail. This is 
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the current “categorical imperative” which all humanity is 
facing: To follow the example of the moral superpower, 
which Ukraine is, instead of the example of the nuclear 
superpowers, which are ready to drag humanity into a 
Dantean purgatory of nuclear conflagration. Therefore, it is 
not enough for just individual countries to declare them- 
selves nuclear-free zones. All humanity should proclaim a 
CHARTER OF THE NEW STRUCTURE OF THE 
WORLD which would center on the desire, the sacred trust 
to turn the entire globe into one integrated nuclear-free 
zone. This is a challenge which Ukraine is addressing to all 
humanity. Ukraine has the right to do so because, to date, it 
has been the only country which, even though in a time of 
peace, suffered terribly, is suffering, and will suffer for a 
long time to come, from the nuclear irresponsibility of one 
of the two superpowers which have so far built a neocolonial 
and nuclear world order. 


Only the countries which are prepared to adopt such a 
Charter will be able to become co-architects of a truly new 
world order along with Ukraine. This also applies to the 
Western countries, in particular, the United States, which 
have so far persistently tried to force Ukraine to surrender 
all of its nuclear weapons to Russia, a “mini-empire” with 
an insatiable interest in its neighbors, the former republics 
of the former USSR. Such unjustified demands on the part 
of the West should be viewed as a result of the stereotypical, 
anachronistic policy of blackmail. 


Western countries should learn to think in terms of new, 
morally responsible criteria (which Ukraine is the one to 
establish). The need to eliminate nuclear weapons altogether 
is the only guarantee of an effective lasting peace. Mutual 
respect for the rights of all nations of the world, large and 
small, based on the parity principles of equal rights, whereby 
each people will have an opportunity to make its unique 
contribution to building a unique mosaic of world culture 
and a new, free, and just world order, rather than a policy of 
nuclear blackmail, great-power intimidation, and colonial 
exploitation—this is the cornerstone of the future structure 
of the world. 


In his time, F. Dostoyevskiy wrote prophetic words: Ex 
Oriente lux (“Light shall come from the East’’). Appar- 
ently, the messianic Russian writer wanted to say that 
light would come from Russia, which, he thought, would 
subjugate the whole world to itself. However, on the eve 
of a new century it turns out that in the East, precisely at 
the border of two worlds, a new dawn has risen over the 
gilded domes of St. Sophia’s Church in Kiev, a dawn 
which emanates the pure light of God’s Truth and 
Justice rather than the radioactive pseudo-light of a 
nuclear cloud. This light, this dawn in the East, fore- 
shadows a new world order which our Genius, 
Shevchenko, has already preached in pure words of 
Truth: “There shall be the son, there shall be the mother, 
and there shall be people on earth.” 
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ESTONIA 


Threatened Split in Laar Cabinet Seen 


934K0231A Moscow NEZAVISIMAYA GAZETA 
in Russian 30 Jan 93 p 3 


[Article by Ilya Nikiforov: ‘100 Days of the Laar Gov- 
ernment: Decisive Action Can No Longer Be Avoided”’} 


[Text] Yesterday was the 100th day in office of the 
government of the Republic of Estonia. Prime Minister 
Mart Laar greeted it in Hungary, where he is on an 
official visit. 


This is symbolic. For it is in foreign policy that Estonia 
has scored certain successes, unswervingly pushing its 
way through to a fitting place in Europe. In particular, at 
the meeting with Hungarian Prime Minister Jozsef 
Antall, Mart Laar discussed questions of the economy, 
policy, and national defense. According to press reports, 
it was decided to also confront the Council of Europe 
with the problem of the ethnocide of the Finno-Ugrian 
peoples in Russia. This framing of the question of 
interethnic relations within its eastern neighbor has 
become for the Estonian leadership, particularly fol- 
lowing Estonian delegates’ participation in the con- 
gresses in Syktyvkar and Yoshkar-Ola, a most powerful 
weapon in the diplomatic struggle with Moscow. Specif- 
ically, for Estonia to become a member of the Council of 
Europe also. 


A few days earlier Lennart Meri, president of the 
Republic of Estonia, had managed to win the support on 
this issue of Francois Mitterrand, head of the French 
state, also. The successes of recent weeks in foreign 
policy are making it possible to some extent to gloss over 
the none-too-glowing picture inside Estonia itself, dem- 
onstrating that there is some value to the present lead- 
ership also. 


The Estonian government headed by the 32-year-old 
Mart Laar came to lead the republic borne on the wave 
of victory at the elections of the Fatherland bloc of the 
right to the slogan ““We Will Clear the Decks.” The 
Fatherland Party united last November four small par- 
ties of the right and is essentially the representative of 
the second-generation political elite which emerged fol- 
lowing the so-called “‘singing revolution.” A self-made 
elite. There was in 1998-1990 on the periphery of polit- 
ical life (in the center were those who were shaped back 
in the former Estonian SSR) a multitude of young and 
highly radical people in opposition both to the former 
communist authorities and the leaders of the “political 
period” who were disposed toward compromise. For the 
former, recent students, politics became a profession. 
Some of them, like Mart Laar himself, for example, or 
his justice minister, Kaido Kama, fought their way into 
membership of the Supreme Soviet, where they consti- 
tuted the nucleus of an implacable opposition. The 
convening of the Congress of Estonia, a kind of restora- 
tion body of the former Republic of Estonia and the 
center of the growth of the new postcommunist republic 
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elite, was for them a gift of fate. It was this political wing 
which was victorious at the elections on 20 September 
1992. And the young politicians who had grown out of 
the Independent Youth Forum severely, if not conclu- 
sively, put the squeeze on the former statesmen, occu- 
pying the top administrative positions in the republic. 
An indicative example is the present minister without 
portfolio and head of the Estonian delegation at the 
Estonian-Russian negotiations, the 26-year-old philolo- 
gist Juri Luyk, who has had a rapid political career from 
representation at youth forums to a ministerial chair and 
a place in the leadership of the Fatherland Party. This 
“revolution” in the upper strata of Estonian society 
explains the assumption of the highest positions by a 
multitude of young people. 


In the past 100 days the Estonian government has tried 
to stick to a political line, transferring administrative 
concerns to the institution of chancellors created under 
the auspices of each ministry. But this has not always 
been successful. Mart Laar complained in an interview 
that his political government was having to involve itself 
in “putting out fires.” The parliamentary opposition 
evaluates its activity far more harshly, believing that the 
government has not even embarked on reform and that, 
assuming Office, lacked a prepared package of bills. 


This attempt to start everything from scratch has led to 
the government acquiring for itself more adversaries 
than supporters. Quite recently the city authorities of 
Tartu sharply criticized the government’s regional 
policy, accusing the latter of discrimination against the 
second largest Estonian city. The situation in the north- 
east of the republic continues to deteriorate catastroph- 
ically (only the power stations are operating steadily in 
Narva), and assistance from the central authorities is not 
to be expected. The opposition in the State Assembly is 
increasing its criticism of the government, blocking the 
adoption of the state budget, which, in the opinion of the 
coalition faction, has been compiled unprofessionally, 
with attempts at the concealment of part of the budget, 
and affords the administration an opportunity to dispose 
of budget appropriations unchecked by way of the 
restructuring of the ministries and departments. 


Following the latest round of Estonian-Russian negotia- 
tions in Nakhabino, their results were given a very 
pessimistic appraisal. It is obvious that some of the 
questions discussed have reached the deadlock stage, 
particularly in respect to the borders and observance of 
the rights of Estonia’s Russian-speaking population. The 
leader of the Estonian delegation pointed to the stiff- 
ening of the positions of the Russian side. But, judging 
by indirect information, the Estonian side has no inten- 
tion of overcoming this stiffening of demands by a 
display of new initiatives. On the contrary, the radical 
Pechory society, lobbying the adamant on the border 
disputes, has become more active. And, as already men- 
tioned, the problem of the Finno-Ugrians in Russia has 
been made a part of the diplomatic struggle, which 
Justice Minister Kaido Kama proposed be done back in 
November. 
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Upon assuming office, Mart Laar promised, specifically, 
to pursue a liberal nationality policy, reconsider the Law 
on Citizenship and, finally, determine the criteria of the 
knowledge of Estonian for those applying for citizenship. 
Nonetheless, in its 100 days in office the government has 
not yet approached a solution of these problems even. 


No less difficult a situation has taken shape in the 
economy also. Things are particularly bad in the repub- 
lic’s fuel and power complex. The mutual arrears of 
various enterprises and consumers have risen several 
times over in the last two months. Arvo Niitenberg, 
minister of power engineering, described the situation as 
the start of total breakdown unless measures were 
adopted. Switching off the debtors’ electricity or heat 
and notice of the terms of bankruptcy are what are 
implied by necessary measures. This essentially means 
an attempt at realization of the toughest version of shock 
therapy. 


Estonian society and, together with it, the government 
also will hardly withstand such a growth of socioeco- 
nomic tension. Even today it no longer seems possible to 
distinguish the social strata which might support the 
government’s reform steps, except, perhaps, for mar- 
ginals supporting parties of the government coalition. 
And even then fewer than 20 percent of those polled, 
according to sociologists’ data, constitute such at this 
time. Despite the fact that the government is one of the 
right and has proclaimed a policy of an open market 
economy, the new entrepreneurs have hardly any confi- 
dence in it either, going by the skeptical tone of 
ARIPYAYEV, the leading newspaper for businessmen, 
and the fact that it is preferred, for all that, to keep 
currency accounts overseas. It has reached the point of 
parliament recently having adopted an amendment to 
the Law on Currency prohibiting corporations and indi- 
viduals opening accounts in overseas banks other than 
with the permission of the Bank of Estonia. 


The present government, which has neither charisma nor 
a particular social base, has refrained as yet from deci- 
sive actions capable either of uplifting or toppling it. It 
will no longer be possible to avoid this in the very near 
future. Parliament will discuss laws on elections to local 
self-governing bodies, approve the budget, and examine 
amendments to the Law on Citizenship. All these drafts 
threaten a real split in the governing coalition and, 
consequently, the fall of the Mart Laar cabinet. But it has 
had its 100 days. 


Interior Minister Parek Interviewed 


934K0230B Moscow MOSCOW NEWS in English 
No 5, 28 Jan 93 p 15 


[Interview with Lagle Parek, chairperson of Estonia’s 
Party of National Independence and Minister of the 
Interior by Grant Gukasov, MN correspondent in the 
Baltics: “God Is the Only Law”} 


[Text] 


FBIS-USR-93-019 
24 February 1993 


MN: There are eleven men and only three women in our 
government now, but they hold the least prestigious jobs. 
Was this proposed by Prime Minister Mart Laar or is it 
some other’s initiative? 


Lagle Parek: Women are fools. They always take on the 
hardest and dirtiest work and pull till they drop down. 
Marju Lauristin, for instance, is Minister of Social 
Affairs which is in charge of public health, social security 
and matters of employment. Lija Hanni is Minister of 
Reforms, while I am in charge of police and border 
protection, safety services and fire-fighting, anti- 
pollution measures and everything connected with a 
person’s documents from his birth to death, as well as 
problems of national minorities and religious confes- 
sions and, of course, prisons. One can hardly win popu- 
larity at such a post, so everything was done on our, 
women’s initiative. 


MN: You are quite well acquainted with the work of Soviet 
repressive agencies... 


L.P.: Yes, both Estonian and Russian ones. | was under 
investigation for 11 months at the Tallinn investigation 
ward in Batareynaya Street. The Estonian People’s Court 
sentenced me to six years at a strict-regime penal colony 
and deprivation of civil rights for three years. This 
happened in 1983. I was released thanks to Gorbachev's 
perestroika in 1987, having done four years. Thanks also 
to the security service in cahoots with the party Central 
Committee, our camp concentrated the flower of dissi- 
dents of the former Soviet Union. Irina Ratushinskaya 
and Tatyana Osipova from Russia, Raya Rudenko and 
Olya Matusevich from Ukraine, women from Lithuania 
and Latvia and many other places of the gigantic empire 
which sought to nip dissidence in the bud. We all were 
pupils and teachers at the same time. 


MN: What has the camp taught you? 


L.P.: Those were very substantial lessons. It was very 
easy to be among friends, to defend one’s line, to be 
principled and vociferous. But when you get into regular 
prison and put in a solitary cell the question arises at 
once whether you will stand up to it or not, whether you 
will be strong enough to oppose such oppression. 
Fighting against you are investigators and procurators, 
judges and wardens, the very walls, the floor, the entire 
repressive system which has immense practical experi- 
ence of breaking down a person. One gets to know 
oneself very profoundly in such conditions. My most 
important conclusion is that always, under most trying 
conditions, one can remain a human being unmaddened 
at the whole world, and win over all this filth. Life in 
camp is still life after all. 


MN: By the looks of it none of the leadership of the old 
ministry have stayed. 


L.P.: The current crime wave can be countered effec- 
tively only by specialists. Most menacing is the fact that 
the criminal structures have absorbed former officers of 
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the KGB and of the regular and special police, thor- 
oughly familiar with crime detection. Among new crimes 
are theft of metals, train hold-ups and wreckage of 
expensive equipment in high-rise houses. The formation 
of police from Soviet militia is very painful, and we have 
so far been unable to cope both with home-grown crim- 
inals and touring “specialists”. 


MN: You promised in one of your first interviews to ease 
tension in matters of citizenship by the end of 1992. The 
year has ended, but nothing has changed so far. 


L.P.: Our parliament works slower than we would like it 
to. Both citizens and non-citizens must have two docu- 
ments, One with which they live in the country and the 
second with which they go abroad. No one gets paid 
more or less depending on one’s citizenship while pen- 
sion depends on how long a person has worked. Estonia 
is a normal country. The general rule in all countries that 
a non-citizen cannot be an MP holds true here, but 
anyone can be a member of a local body of power. Our 
constitution grants the righi to elect and be elected to 
such a body to non-citizens who have lived in Estonia for 
three years. 


MN: Time will come for you to abandon your ministerial 
post. In what state would you like to see Estonia and its 
people by that time? 


L.P.: This moment is bound to come and | would very 
much like to be the only God in our republic. This law 
should be convenient and easy to observe, rather than to 
bypass. Democracy can be safe only in a law-governed 
state, but what about people? I recall something that 
happened before perestroika. An elderly German lady 
brought three Bibles from Germany to the USSR. When 
she was asked whether she carried books she said no, and 
we explained that the Bible is a book prohibited by 
Soviet law. Despite our pleadings she promptly brought 
all three Bibles to the customs house and surrendered 
them. She explained to the astonished customs inspec- 
tors that she couldn’t disobey law no matter how bad it 
was. 


National Banking System Revived 


934K0230C Riga THE BALTIC OBSERVER 
in English 29 Jan 93 p 6 


[First two paragraphs are introductory paragraphs] 


[Text] The Estonian parliament has approved the gov- 
ernment’s proposal to establish a special national fund to 
cover the $41 million in outstanding claims that the 
North Estonian Joint-Stock Bank (NEJSB) and the 
Union Baltic Bank (UBB) have against the former Soviet 
Vneshekonombank (VEB), reports BNS. 


The government will also issue 300 million kroons 
(EEK) worth of bonds to the Nordic Allied Bank (NAB) 
to cover the gap left by the VEB freeze. With these two 
moves, the government hopes to revive the national 
banking system. 
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VEB Fund 


Certificates issued by the VEB Fund will allow the bearer 
to collect money frozen in Moscow, when and if it is 
thawed. Until then, the certificates will have no real 
value, only about five per cent of the nominal. The 
clients of the UBB and the NEJSB and the banks 
themselves will be owners of the certificates, who will 
hold a general meeting in six months to elect the board of 
the VEB fund. 


Shareholders of the UBB voted on January 25 to declare 
the bank insolvent and sell it altogether, as a single unit 
of property, to the government for the VEB certificates. 
According to BNS, out of 1,635 UBB shareholders, 297 
attended the meeting. These 297, however, held 62.4 
percent of the total shares and thus constituted a 
quorum. 


The shareholders are also requesting that the govern- 
ment compensate small shareholders (holding up to 
three shares) out of the 100 million kroons allocated by 
the government for maintaining the NAB. 


The shareholders may have the chance of someday 
retrieving part of their investment from Moscow. If the 
shareholders had refused the offer, the government 
would have filed a bankruptcy suit against the UBB and 
it would have been liquidated. 


Government issues Bonds 


Sale of the Estonian government bonds are intended to 
generate enough funds to fill in the $37 million gap in 
NEJSB and UBB’s balance sheets left by the VEB freeze. 
The two banks failed to immediately freeze their local 
accounts in response to the VEB freeze, allowing $37 
million to be withdrawn by bank clients whose accounts 
had been frozen in Moscow. 


The bonds have a face value of 100,000 kroons and will 
accrue |0 per cent annual interest, to be paid beginning 
1994. After five years, beginning on January |, 1998, the 
bonds will be re-purchased by the government over a 
span of 10 to 15 years. 


The bonds can be resold, but all transactions involving 
the bonds are subject to registration by the NEJSB or its 
successor. 


Commercial Bank Set Up 


The government will form the NAB through the buy out 
and fusion of the NEJSB from the Bank of Estonia and 
the UBB from its shareholders. This new commercial 
bank is likely to be the most powerful in the region. It 
will also be a nationalized bank, through the state bonds 
and VEB certificates. 


Moratorium Lifted 


The parliament’s and government's approval of the fund 
and bond plans lifts the moratorium on the NEJSB and 
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UBB. As of January 25, all client accounts are unfrozen. 
The moratorium was declared last November 18. 


Peeter Vahi, general director of the NEJSB, said he does 
not rule out that clients will rush to withdraw their 
accounts, but that the bank is prepared for this possi- 
bility. 


“Otherwise there would have been no reason to lift the 
moratorium,” said Vahi, who added that the bank tried 
to convince major clients to put their money into long- 
term deposits. 


IMF Views Estonian Future 


934K0230A Moscow MOSCOW NEWS in English 
No 5, 28 Jan 93 p 7 


[Article by Alexander Loginov: “IMF Experts Believe All 
the Difficulties Lie Ahead"’} 


[Text] The result of the mission was a memorandum 
given to the Estonian government. It said that many 
industries of the republic are trying to adapt to world 
prices and to move to principles of tlle market economy 
It emphasized that the stabilization and reform policy 
backed by the government could be carried out effec- 
tively “if inflation remains at a low level”. 


Experts believe that the short-term effect of the pro- 
gramme must not be underestimated. 


The key issue for Estonia is to complete its transition to 
world prices in all economic spheres and to see through 
the liberalization of prices. Having raised the prices of 
fuel and hot water, and having freed the prices for bread, 
the government has already fulfilled these tasks on the 
whole. If it goes on with its tough financial policy, one 
can expect a reduction of inflation rates to the level of 
West European countries by the middle of 1993. 
Another point assessed positively is the cautious budget 
policy that is being pursued by the government. Tenta- 
tive calculations show that Estonia's state budget will 
remain unbalanced in |993. The main tasks for the near 
future are to achieve a budgetary balance and to protect 
the most vulnerable sections of the population, such as 
the unemployed, pensioners and the disabled. The IMF 
delegation fully backs the government's intention to 
protect these groups despite the difficulties in achieving 
rapid progress in this sphere. 


The IMF also backs the government's policy of quick 
privatization and the return of property to former 
owners. Experts believe that the private sector can pro- 
duce major economic efficiency and more jobs. They 
expect prompt steps from the government for passing a 
law on real estate. This is vitally important for attracting 
foreign investment. 


IMF experts note that for a transition to the market 
economy, additional measures will have to be taken in 
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1993. Despite some normalization of the economy, 
many sections of the population will still experience 
great difficulties. 


LATVIA 


Justice Minister Skudra Resigns 
934K0218B Riga THE BALTIC OBSERVER 
in English 29 Jan 93 p 13 


[Text] Latvia's Justice Minister Viktors Skudra 
announced the acceptance of his resignation by Prime 
Minister Ivars Godmanis last week, four days after it was 
made public knowledge. 


According to Skudra, his resignation was prompted by 
“the government and Parliament's negative attitude to 
court power in the country.” 


Skudra said he had told the prime minister about his 
intention to step down January 19, but both men agreed 
that Skudra would continue to fulfill his duties until a 
new candidate for the post was found, reported Diena 


Skudra refused to disclose his future plans, but he said 
his job would be connected with defending the interests 
of the people. 


On January 18, the finance minister Silins announced he 
was stepping down, but not until January 22 had there 
been word from Godmanis whether he was going to 
accept the resignation. 


Skudra said that the January 19 move was not his first 
attempt to step down, noting that he had originally 
submitted his resignation in early December. 


Upcoming Election Possibilities Analyzed 


934K0212B Moscow ROSSIYSKAYA GAZETA 
in Russian 5 Feb 93 p 7 


[Interview with V. Dozortsev, by N. TATARCHUK in 
Riga; date not given: “Struggle for a New Latvian 
Parliament on the Horizon”) 


[Text] The decree of the Supreme Council of Latvia 
setting the date for elections to the new parliament-seimas 
on 5 June became effective on 4 February. Results of the 
voting will determine the direction in which the republic 
will move, whether democratic principles will be adopted 
or ideas proclaimed by the national radicals will become 
triumphant. 


At present growing attention is attracted by a new public 
structure—the Fund for Support of Latvia—which 
actively involved itself in the pre-election struggle. Our 
conversation with one of the founders of that fund, a 
well-known political figure in Latvia, a member of parlia- 
ment, the writer and dramatist Viadlen Dozortsev, began 
with an evaluation of the chances for a democratic victory 
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[Tatarchuk] The published by-laws and program of the 
Fund for Support of Latvia, created on the initiative of 
the former Minister of Foreign Affairs Janis Jurkans, 
indicate that it considers its principal task to be the 
promotion of democratic processes, and creation of 
equal conditions for residents of the republic in the 
sphere of entrepreneurship, and in the social, political, 
and cultural spheres. 


[Dozortsev] The reality is such that the voters will be 
only those who already received their Latvian citizen- 
ship. They, for the most part, are the Letts. What is their 
current mood and what will they vote for? I feel con- 
vinced that at present it is not a monolithic national 
group as compared with the time when we were creating 
the National Front. They will not support a radical idea 
as could have occurred in the past. The deteriorating 
economic situation sobered many. Myths are crumbling. 
For example, it is doubtful that anyone now believes that 
the attainment of state independence by Latvia will 
immediately lead to economic growth, that it is possible 
to switch readily from the eastern to the western market 
or that someone there is craving to receive our products. 
I do not think that nationalist, radical ideas have become 
rooted among the masses. There is every reason to 
assume that the voters will favor a realistic, centrist 


policy. 
{Tatarchuk] What is the mood of the intelligentsia? 


{Dozortsev] At present the intelligentsia is feeling con- 
fused. This strata also feels the consequences produced 
by the crumbling of the myths and a reappraisal of values 
is taking place. I am well acquainted with many Lettish 
writers, artists, and scientists, and value their creativity 
very highly. But I cannot avoid criticizing them: unfor- 
tunately the Lettish intelligentsia failed to speak plainly 
to the people during the period when radicalization of 
the political process started here, did not turn the people 
toward problems of conscience and what is good and it 
also thrives on political slogans. 


{[Tatarchuk] The opinion is becoming entrenched that 
there are large-scale violations of human rights taking 
place in Latvia. 


[Dozortsev] I agree that human rights, for the most part 
pertaining to the population that is not indigenous, are 
being violated in Latvia. Political parties, for instance, 
may be created only by those who obtain citizenship, 
while the great number of non-Letts cannot become 
citizens of the country despite having lived here several 
decades. They cannot be elected to the new parliament. 
At present, however, I am concerned about something 
else. Vyacheslav Kostikov, the press secretary of the 
president of Russia, recently made a certain announce- 
ment. It talks about large-scale violation of human rights 
in Latvia and about the fact that Russia might apply 
economic, political and other sanctions. At the same 
time our national radicals were specifically waiting for 
that. In the period of relatively normal relations with 
Russia they lacked a reason to start making noise about 
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a threat from the East. That announcement was made 
without consideration of the concrete situation or the 
distribution of political forces in Latvia. The point is 
that until recently the national radicals have been losing 
ground, “Satversme,” the most radical faction in parlia- 
ment, suffered one defeat after another. The People's 
Front disintegrated. 


[Tatarchuk] What can you say about the participation of 
the fund, supported, as commonly known, by many 
major entrepreneurs in Latvia and abroad, in the pre- 
election campaign? 


[Dozortsev] It makes no sense for us to present our own 
slate. We will be sure to get one or several seats in 
parliament. But that is not enough. It is necessary to 
struggle for accession to power. That will be realistic only 
if a strong centrist bloc forms which is able to win in the 
elections and form its own government. We have already 
conducted initial consultations with practically all ele- 
ments of the centrist bloc. We will have a unified 
compromise program. We will start forming blocs, nat- 
urally, not with all parties and organizations, even with 
centrist leanings, and citizenship will be a watershed 
issue. 


[Tatarchuk] In your opinion how should this issue be 
resolved? 


[Dozortsev] As democratically as possible. It is necessary 
to restore the 1919 law on citizenship with an amend- 
ment mandating knowledge of the state language. 


LPF Chairman on Party, Latvian Future 


934K0218A Riga THE BALTIC OBSERVER 
in English 22-28 Jan 93 pp 1, 13 


[Article by Tony Hall: “Latvia Puts Up a Front”) 


[Text] Uldis Augstkalns, chairman of the Latvian Pop- 
ular Front, says he has not changed his ideology since his 
days as a teacher of Marxist philosophy. Yet this does 
not mean the recently chosen chairman will reinstall the 
dictatorship of the proletariat. 


“When I taught at the Riga Polytechnic Institute, per- 
haps the classes’ titles were ‘Marx,’ but it was merely a 
label,” he says. “Professors could teach more freely. I 
taught young people to look at society and its problems 
to understand the processes taking place, not so that they 
would become Marxists.” 


Augstkalns’ election as leader during the Popular Front’s 
(LTF’s) fifth congress in November signaled the start of 
a new process within the party that began Latvia's escape 
from the USSR in 1988. Along with a provision to bar 
members of other political parties from participation in 
LFT structures, the congress decided to convene every 
three years instead of annually. The moves aimed to 
sharpen the political appearance of a group collectively 
dressed in corduroy pants and sweaters more often than 
suits. 
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But many LFT members do not like the party’s new 
clothes. Andris Ruch left the LFT after the fifth congress 
to become a leader of the Fatherland Party, which held a 
founding congress with 133 people on December 13. 
Ruch, who was a candidate for LFT chairman alongside 
Augstkalns, says: “The new regulations of the LFT are 
undemocratic, and they put under threat democracy and 
democratic organizations just as in the time of the 
Communist Party.” 


Augstkalns says Ruch doesn't know what he’s talking 
about. 


“The level of political knowledge and education is low in 
society,’ Alkskans states. “It’s difficult at times to dif- 
ferentiate between ignorance and demagoguery. How- 
ever, when Ruch said the Fatherland Party won't be 
parliamentary but democratic, this shows ignorance.” 


Augstkalns’ desire is to continue moving the LFT from 
its grassroots organizational origin to the level of a 
formalized political party. In many respects this is 
already accomplished. Ordered party structures exist in 
Latvia wherever there are members, Augstkalns states. 


In one respect it is already more of a defined party than 
either the Republicans or Democrats in the United 
States, he says, since members here must be registered 
and pay dues. The LFT’s problem has been leadership. 


“Since 1990 we have heard this cry for leadership, but we 
haven’t been able to take it up because of a lack of links 
with the Parliament,” Augstkalns states. “There are only 
ten people on our board from Parliament.” 


Having a party member as prime minister would nor- 
mally correct leadership issues, but not in Latvia. Not 
now. 


“Prime Minister Ivars Godmanis is a member of the 
LFT council, but the government is not political now,” 
Augstkalns explains. “They are only specialists.” 


An LFT weakness flows from faction politics, in which 
individual parties may join as a united force in parlia- 
ment. Although 69 per cent of the MPs elected in 1990 to 
the Latvian Supreme Council were members of the LFT 
faction, defections and the transition from Soviet state- 
hood shrunk that number to 30 per cent. Thus the 
faction was fractured, leaving LFT parliamentary lead- 
ership littered with other parties. 


“Last year LFT leaders in a few places were Christian 
Democrats or Social Democrats,” Augstkalns says. “This 
must stop.” 


Augstkalns harbors no anger about this. The shrinking 
and stretching of the party since its founding is realistic 
politics. People adjust their opinions, he says. Now he 
simply wants focused people as leaders so that voters in 
June elections can focus on true LFT politics, undiluted 
by other parties’ influence. 
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Confused leadership, however, should not equal con- 
fused voters by the time elections for a new Parliament 
are held in June, says Einars Semanis, head of the 
political department at Latvian University. He notes 
that 7 per cent of Latvian residents surveyed by his 
department said they identify with the LFT. 


“They have a stable niche in the psyche of the popula- 
tion,” Semanis says. “And they are not purely ideolog- 
ical, either. They have some network. Which other party 
has a network?” 


The area in which Semanis sees the LFT failing is 
platform building. He says a populist campaign was fine 
for leading the country to independence, but concrete 
ideas must be laid to travel further. 


“What percentage of the budget do they think should be 
for education?” Semanis asks. ‘‘It’s not only the popula- 
tion who wants to know. | want to know.” 


The concrete ideas Augstkalns offers are still wet, but 
they give shape to the party’s path: government eco- 
nomic guidance leading toward individuals’ financial 
freedom. 


“It’s like our poster says: Be the landlord on your own 
land’,” he explains. 


Latvia must build up a social market economy as in 
post-war Germany, according to Augstkalns. The 
country is poor enough that a pure market economy is 
not possible, so the government must protect the poor 
and disadvantaged, he thinks. 


Augstkalns is looking for a few strong parties to lead 
Latvia into the future. A past of small parties in a small 
nation explains his view. 


“In the late 1920s, early 1930s about 100 small parties 
were operating in Latvia,” he says. “In the last election 
to the Saeima in 1931 there were 28 parties with repre- 
sentatives and only 100 seats. This ended in dictator- 
ship.” 


Whether they are proletarian or bourgeoisie, Augstkalns 
believes Latvia can do without dictatorships now. And 
also without Marx. 


Social Democrats Prepare for Elections 
934K0186A Riga DIYENA in Russian 19 Jan 93 pp 1, 8 


{Antra Dundare and Ilmar Punka report: “The Social 
Democrats Prepare for the Elections”’] 


[Text] Riga, 18 January—The 23rd Congress of the 
Latvian Social Workers Party [LSDRP] has adopted a 
developed program on political, economic, and social 
issues. The social democrats also plan to build a platform 
for the LSDRP’s election campaign, which will be 
adopted at an LSDRP conference in mid-April. At that 
time the list of candidates put forward for the elections 
to the Seym will also be confirmed, and another two 
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programs adopted—an agrarian program and a program 
on culture, education, and science. 


Giving due consideration to the present economic and 
political crisis in Latvia, in their positions the social 
democrats are putting forward the principle of social 
partnership, which envisages the search for mutual com- 
promise in relations between the trade unions, entrepre- 
neurs, and the state. This is possible, however, only if the 
following tasks are resolved: restoring constitutional 
power in the state, ensuring democracy, and creating real 
conditions for the survival and prosperity of the Latvian 
nation. At a press conference today it was noted repeat- 
edly that nothing can be achieved until stable legislation 
has been drawn up. The LSDRP is also championing the 
principle of a balance between legislation and the exec- 
utive and judicial powers. In the words of one of the 
party leaders, Estonian Supreme Council Deputy E. 
Jursevics, who spoke at the press conference, “one of the 
cornerstones in the party’s activity 1s its social program.” 
The main goal of the program is to provide a social 
guarantee based on an efficient social market economy. 
It should also be the basis of the state’s economic policy. 
It is the opinion of the LSDRP that the state should seek 
Out Opportunities to provide the population with work 
and minimum social guarantees, and also with help with 
respect to strict legal standards to control the privatiza- 
tion of state property, and for self-government. 


A situation must be achieved in which local enterprises 
start to produce good-quality and competitive goods; 
this will help to strengthen links with the West. However, 
monopolies should not be created that will be able to 
avoid price regulation and the search for compromise 
between employers and workers. 


At the press conference a leading LSDRP economic 
expert, A. Bernans, noted that chaos now reigns in the 
state’s system of finance and taxes, which is in a practical 
way limiting legal entrepreneurial activity. 


“The struggle against inflation is of great importance,” 
A. Bernans said, adding that we should be thinking about 
introducing a national austerity regime. A. Bernans was 
also critical of the present course of privatization. Since 
as a result of this process many people are losing their 
jobs, at the congress there was a review of the question of 
devising privatization plans that strictly observe the 
guarantee of providing people with work, either by 
retaining the previous work places or by offering new 
ones. In parallel it is necessary to introduce mandatory 
declaration of workers’ incomes. 


One party supporter, the deputy chairman of the Latvian 
i!nion of Free Trade Unions, A. Zogrevics, noted that 
the role of the trade unions in society should be strength- 
ened “They should have a special importance at large 
state enterprises.” 


It was recognized at the congress that in questions of 
foreign policy the most important problem is the final 
period for the withdrawal of the Russian Army, and the 
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social problems of departing officers. With the media- 
tion of the Socialist International (an organization of 
which it is part) the LSDRP will participate in interna- 
tional programs important for Latvia in the spheres of 
the economy, culture, education, and the social sphere. 


New party leaders were elected at the congress. A. 
Baldzens became LSDRP chairman, and U. Berzinysh, a 
former chairman, J. Linevic, and A. Mugurevic became 
cochairmen. During the course of the congress several 
resolutions were adopted, and also a decision on pub- 
lishing the LSDRP monthly journal BRIVIDA in Riga, 
which up to now has been published in Sweden. 


The LSDRP was founded in 1904, but from 1934 it 
operated only abroad. The activity of the party was 
restored in Latvia in 1989. The party now has about 500 
members from Latvia and only about 100 abroad. More 
than 100 delegates took part in the congress, together 
with guests from fraternal parties abroad—from Lithua- 
nia, Estonia, Belarus, Sweden, Norway, Denmark, Ger- 
many, Great Britain, and France. Many of them prom- 
ised help (including material) to engage in the election 
struggle. 


The congress did not pass off without misunderstand- 
ings. During the opening ceremony the television pro- 
jector was so deafening that many thought the sound was 
an attempt against one of the leaders of the social 
democrats, namely, state minister J. Linevic. 


Saeima Nomination, Registration Described 


93UN0637B Riga LAUKU AVIZE in Latvian No 50, 
11 Dec 92 p 4 


(Interview with Druvis Skulte, Supreme Council 
Deputy, and Arvids Dravnieks, lawyer, by Egils Licitis: 
“A Short Lesson On How To Love A Candidate for 
Deputy’ 


[Text]Our readers are concerned over the complicated 
wording of the legislation being adopted by the Supreme 
Council. One such law, with an equally detailed procedure 
is the fifth Saeima election law. Just in case any one of our 
readers still wants to participate in the coming election, or 
even wants to nominate his own candidate, LAUKU 
AVIZE correspondent, Egils Licitis has tried to explain 
this law with the help of Druvis Skulte, deputy of the 
Supreme Council and Arvids Dravnieks, attorney at law. 


[Licitis] How are candidates nominated, and who nom- 
inates them? 


{Skulte] Votes will be cast for a ballot of candidates. 
These can be nominated by a group of 100 voters. They 
must confirm their intentions with their signature, iden- 
tification code, and proof of address. 


[Licitis] Is there a possibility of any ‘“‘dead souls’’? 


{Skulte] I don’t think so. The competition will be care- 
fully looking for any false shows. Each party will be 
trving as hard as 1t can to find lice in the other one’s coat, 
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and everyone will be keeping their eyes out. This will 
save the state some money, and, naturally, the election 
commission will be examining the signatures. 


[Licitis] Mr. Biseris once said that an electoral ballot can 
even be nominated by a group of weekend party goers. 


[Skulte] Well, yes, although in registering, or submitting 
the ballot to the election commission, a security fee of 
around 50 times the minimal wage must be paid, in 
order to prevent such “party goers” from thinking that 
this is some sort of game. A program must be submitted 
along with the ballot of candidates, which the candidates 
must be prepared to honor if they are elected as deputies. 
If no one on the ballot gets into the Saeima, the security 
fee is forfeited and the money goes into the state budget. 


[Licitis] What does the program have to include? If the 
election commission doesn’t like what is in the program, 
can they reject it? 


[Skulte] The Central Election Commission has promised 
that any program of up to 4,000 words will be reprinted, 
and it is even possible to submit a program to the 
commission which states ‘“‘we have no program’’. The 
commission is not even allow to reject the latter type of 
program, because it is up to the voters to decide, and 
everyone will be marketing their political goods as best 
as they know how, or can. 


[Licitis} Thus, if I want to be elected, I don’t have to 
form any party. I just have a get-together, let’s say, in our 
local district, get 99 more guys as supporters (signers), 
and found the pre-election association, the ‘‘Vecpiebalga 
water lilies’’, for instance. 


[Skulte] Yes. Theoretically, major ballots can nominate 
100 candidates for all 100 Saeima deputy seats, others 
may only wish to nominate their leaders—about a dozen, 
to two dozen. It is also not specified that votes must be 
necessarily “‘milked” from all five districts—Riga, Vid- 
zeme, Kurzeme, Zemgale, Latgale. The “Vecpiebalga 
water lilies”, for instance, could choose to run only in 
Vidzeme and Zemgale, thus optimizing their prospects 
in specific districts. 


[Dravnieks}] That, however, is true only in theory. Con- 
sidering the 4% threshold, which must be exceeded, the 
candidates will apparently have to run in all five election 
districts to collect enough votes from all of Latvia. 


[Licitis] So, it’s apparently not true that each of the five 
districts is certain to gain 20 Saeima deputy seats? 


[Dravnieks] No. The number of seats in the Saeima will 
be determined by the number of voters eligible to vote in 
each district. 


[Licitis] Is it possible for the ballot or list of candidates to 
contain only one name? 


{Skulte] Yes. A few parties have one particularly scan- 
dalous personality at their forefront, who, as we tend to 
say, can talk the manure out of the truck and onto the 
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field. These may only put the one entry on the ballot, so 
that he can get into the Saeima. 


{Licitis] How will the ballots be assigned numbers? One 
hundred citizens will present themselves to the election 
committee and say that they are the men from the 
Latvian National Independence Movement (LNIM), and 
a little later one hundred more men will arrive and 
wonder—what happened? We are the true people from 
the LNIM. Considering the split ups occurring in other 
Organizations as well, what will the policy be—will those 
who run over first thing in the morning and register be 
the ones considered as the true LNIM? 


[Skulte} Well, that’s just about right. Of course the others 
will come and start to protest; but actually, it is not in the 
election law, nor is it the duty of the election committee 
to settle internal party disagreements; that is a job for the 
courts. Those dissatisfied can submit their cases to 
court—let them get to the truth over there. 


[Licitis] Very well. Now let’s discuss the polling districts. 
Where do I have to go to vote? 


{[Dravnieks] Wherever you would like to. 


[Licitis] What? On election day, I can go from Riga to 
Latgale and vote over there? 


[Dravnieks] Yes, the law allows that. The fact that you 
voted will be stamped into your passport. 


[Skulte] During the Latvian period, in the Saeima elec- 
tions, this type of mobility was possible. Some hoped to 
use this to their advantage, but it usually didn’t make any 
difference in the end result. 


[Licitis) Why do you mean “in the Latvian period’? 
What period are we in right now? 


{Skulte}] I am referring to the eras as defined by my 
grandmother. She considers around 1914 as the period 
of confusion, after that, the Latvian period, Ulmanis’ 
period, the first Russian period, the German period, and 
the second Russian period. She still has not come up 
with a name for the present period. 


[Licitis] So, maybe the “grandson’s period”? What do 
you think—approximately how many ballots will the 
voters have to deal with in their own districts? 


[Skulte] Per region, at least several score. And all of these 
“ballots” are going to be bragging and lying, just to be 
stronger than the other guy, to get more votes. Elections 
are a wild time through out the whole world, and 
everyone gets promised goodies. 


[Licitis] So then, if I am still decided on one ballot, that 
it contains the least hot air, and that’s why I am voting 
for it, what do I do then—throw the ballot into the box, 
or do I still have some options? 


[Skulte] The candidates, as listed on the ballot, can be 
changed. You see, the candidates before the election 
came to an agreement and listed themselves in a certain 











FBIS-USR-93-019 
24 February 1993 


order. But now, the voter can change this, and, for 
instance, cross Out the upper numbers on the party ballot 
that he does not like, and then add pluses next to those 
he likes, before throwing the ballot into the box. Of 
course, you can leave the ballot as is, and then the 
candidates on the list will receive credit for the vote in 
the order they appear on the ballot. If the leader, who has 
just been shouting and annoying the people, turns out to 
have been crossed off many times, then he can wind up 
in a position quite far down on the ballot. 


[Licitis} Let’s assume that on the “Vecpiebalga water 
lilies” ballot, I like Eeny, Meeny, and Miney very much, 
but on some other ballot, I also favor the candidate, 
Moe. Can I write his name onto the first ballot? 


[Skulte] Nothing can be added on. Only one ballot can be 
selected, and the changes can only be made to that one. 


[Licitis} When is the election considered as over—when 
more than one half of those eligible to vote have voted? 


[Dravnieks] The law does not provide for any such level. 
Even if only ten percent go out and vote, then the 
election has taken place. 


{Licitis] So then, let those parties elect themselves, and 
leave us alone! At least Lithuania had a law saying that 
40% of those eligible to vote had to do so. What is this 
new circus we’re having? 


[Dravnieks] So what is 40%?—Why not 37% or 50%? 
The elections themselves, and the number of voters 
participating will show whether or not people believe 
that it is possible to hold an honest, legal, and valid 
election here. Consider this—will a Saeima elected by 
ten percent of the voters be able to get anything accom- 
plished? What sort of trust, so to speak, will we have in 
it? I believe that the voters should also realize that by not 
participating, they do not stand to gain anything. 


[Licitis] These rules of the game are creating doubts. 
People are also upset about the high security fee. Fifty 
times the minimal wage. Will many be able to pay this? 


[Dravnieks] Yes, that is an important question—where 
will the money for the elections come from? Besides this 
security fee, there is also the financing of the election 
campaign, itself. Since Latvia’s borders still remain open 
between the East and the West, I believe there will be 
many offices pumping in money from one side and the 
other, just to get their own people into the Saeima. 
Considering the exchange rate for the dollar, it seems 
that a fantastic campaign can be waged for one hundred 
dollars. In my opinion, in order for the wishes of the 
electorate to remain undistorted, it is necessary to put 
limits on the amount of money used in an election 
campaign. The people in charge still have to think about 
this. 


[Licitis} Will the commission really ask to see who, in 
fact, paid the security fee for my “Vecpiebalga water 
lilies” ballot? 
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[Skulte] Since there are one hundred signatures of sup- 
porters, then it will have to be assumed that they have 
each contributed some of their wages, because it will be 
difficult to determine where the security fee of 50 times 
the minimal wage came from. In fact, it is more impor- 
tant to find out about the financing of the electoral 
campaign i.e., who, to whom, and how. With regards to 
all of this, the Supreme Council must still adopt two 
laws—one on the financing of election campaigns; the 
second is on the way the campaigns are reflected by the 
mass media. I predict that these will be two difficult bills 
to draft, and during the discussion, everyone will try to 
scratch each others eyes out. At present, these drafts have 
not even made it to the commissions. 


[Licitis} My goodness. So, the elections, themselves, are 
still far in distance. 


IMF Demands on Budget Deficit Pose Problems 
for Government 


PM0302125793 Moscow IZVESTIYA in Russian 
2 Feb 93 p 4 


{Irina Litvinova report: “Draft Budget May Cause Gov- 
ernment Crisis in Latvia’’} 


[Text] January is over but the Latvian Republic still has 
not ratified the annual budget. This is becoming the 
central problem in the state’s life. 


The Latvian Government prepared a draft budget with a 
deficit of 5.7 billion Latvian rubles. The figures provided 
by Finance Ministry specialists are far more pessimistic: 
They believe that the revenue section in the government 
version is artificially high and that the real discrepancy 
between income and expenditure is 10 billion. Some 
experts have presented figures showing that the real 
deficit could be as high as 20 billion. 


Ojars Kehris, leader of the parliamentary economic 
commission, has publicly suggested that Prime Minister 
Ivars Godmanis should resign in this situation and give 
way to the finance minister, Elmars Silins. Why? Because 
of the government’s inability to manage the budget. 


Commenting on the overstated figures in the revenue 
section of the budget (for example, according to excise 
duty receipts it turns out that Latvia’s inhabitants are 
going to drink twice as much alcohol in 1993 as last 
year), specialists are unanimous that this is due to the 
government’s desire to present a version of the budget 
acceptable to the IMF. It is well known that this organi- 
zation requires that its demands be rigidly observed for 
the issue of credits. This applies primarily to the budget 
deficit, which must not exceed the level agreed with the 
IMF. 


Last December the IMF board heard Latvia’s report on 
the implementation of its economic stabilization pro- 
gram. On the whole the report was favorably received. 
Substantial credits were promised. Some $47.6 million 
have already been provided and another $30 million 











146 BALTIC STATES 


have been set aside. The IMF credits are intended for the 
stabilization of the Latvian national currency. The IMF 
experts especially support the Bank of Latvia's rigid 
monetary policy, a view which far from all the republic's 
economists share. Nevertheless, the Bank of Latvia, as its 
leadership recognizes, is coordinating all its steps, 
including the absolute emission of Latvian rubles, with 
the IMF. 


In view of Latvia’s economic position, the IMF is ready 
to cover the balance of payments deficit by means of its 
own credits. But in that case even the government’s 
hardly realistic budget is unduly generous: The deficit 
must be halved at least. 


The situation in which Latvia finds itself is certainly not 
an easy one: Accepting the IMF’s terms means placing a 
very heavy burden on the population’s shoulders, but 
rejecting it, by all accounts, is a purely rhetorical ques- 
tion: Little Latvia is increasingly bogged down in inter- 
national debts and has not elaborated its own program 
for extricating itself from the crisis. Former Economics 
Minister Janis Aboltins, one of the creators of the 
Latvian Support Fund, believes that the committee for 
monetary reform is working only on the technical aspect 
of the problem and that the structural policy of reform 
has not been elaborated or the priorities defined. In the 
opinion of Liberal Party leader Janis Danoss, the 
country must not get into multimillion debts without 
Carrying out large-scale privatization: There is a danger 
that credits will simply be “eaten up” and that they will 
be a heavy burden on the Baltic state’s economy. The EC 
is among Latvia’s largest creditors. The EC countries will 
allocate 200 million [currency not specified] in the first 
half of the year to support the Latvian economy and 
implement reforms. The government will guarantee the 
credit, which will be distributed among entrepreneurs 
who submit business plans for the use of the credit. The 
European Bank for Reconstruction and Development 
has earmarked a credit of 30.8 million ECU (European 
Currency Units] for the purchase of energy sources. The 
World Bank has granted a credit of $45 million but it will 
be issued in the form of prime necessities: agricultural 
produce, medicines, and fuel. 


All the creditors are listening attentively to the conclu- 
sions of the experts from the IMF, which is placing very 
tight constraints on the creators of the state budget. The 
two-week inspection and consultation trip to Latvia by 
IMF experts which ended recently (the group was headed 
by Leif Hansen, deputy chief of the Baltic Section) was 
successful. The Latvian reform course received 
approval. But the snag with the permissible budget 
deficit remains. The IMF does not intend relaxing its 
demands and has informed the Latvian side of that. The 
republic got through January without ratifying the 
budget. The uncompromising debates on this problem 
are going on. They must be concluded within a week at 
most. 
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Russian Intelligence Activity Increases 
934K0186C Riga DIYENA in Russian 20 Jan 93 p 1 


[Article by Janis Silis: “Russia’s Intelligence Services Are 
Still Operating in Latvia’’] 


[Text] Riga, 19 January—According to information 
available to the Latvian Republic Ministry of Defense, at 
this time more than 20 different Russian intelligence 
services are operating in Latvia. Their greatest concen- 
tration is observed in Latvia’s major port cities—Riga 
(11), Ventspils (three), Liepaja (three). These services are 
passing On the information they collect to Moscow, and 
after the information has been processed it is passed to 
the Russian president. Russian foreign policy in the 
Baltic region is formed on the basis of this information. 
In a Latvian Republic Ministry of Defense document 
signed by Defense Minister Talavs Jundzis, it is noted 
that Russia’s foreign policy has of late been character- 
ized by imperialist tendencies. 


At the Ministry of Defense DIYENA was informed that 
after the collapse of the USSR all the intelligence services 
of the former Baltic Military District were transferred to 
the Northwest Group of Forces of the Russian Army. 
The intelligence structures are subdivided into technical, 
secret, and counterintelligence services. Technical and 
secret intelligence are subordinate to Russia’s Main 
Directorate of the Armed Forces, while counterintelli- 
gence is subordinate to the Ministry of Security and 
foreign intelligence. Leadership over the intelligence 
services in the Baltic region is exercised from one cen- 
ter—the Northwest Group of Forces intelligence head- 
quarters. 


One of the subdivisions of technical intelligence is the 
139th Radio Intelligence and Direction Finding Brigade. 
Its subunits are deployed in Riga and Ventspils, near 
Tallinn, and in Kaliningrad Oblast. The brigade is 
engaged in intercepting radio communications and air 
traffic control communication over the Baltic Sea, and 
its actions are aimed against the NATO states and the 
Swedish Army. 


In the opinion of the experts, the space tracking center in 
Antskiy Volost in Ventspils Rayon is an important one. 
Artificial Earth satellites flying over the Baltic region are 
observed and logged there, and their radio signals inter- 
cepted. Subunits of Russia’s and the Ministry of 
Defense’s foreign intelligence service are also working at 
the space tracking center. 


At 9 Krustabaznitsas Street in Riga a radio monitoring 
center is operating that monitors radio communications 
between units of the Northwest Group of Forces and 
listens to radio communications between various insti- 
tutions in Latvia. In Rezekne an independent battalion 
has been set up (combat un** 11667) that has powerful 
equipment to create radio jamming. 


According to the Ministry of Defense, secret intelligence 
centers are located in Adaji (combat unit 68101) and 
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Ogre (combat unit 54758). They are engaged in 
recruiting agents and inserting them into the govern- 
ment, the Ministry of Defense, and the Ministry of 
Internal Affairs, and also other state structures. This 
service is active in various public and political organiza- 
tions, for example, the Union of Communists of Latvia 
and the Union for the Defense of Veterans’ Rights, and 
others. 


The Northwest Group of Forces counterintelligence 
department located at 5 Mayznintsas Street in Riga 
(combat unit 44417) is engaged in recruiting agents from 
among the inhabitants of Latvia. A special counterintel- 
ligence unit of the border guards is also located there. 
Before the 1991 August putsch they were all subordinate 
to the USSR KGB. After that they were transferred to 
the Baltic Military District, and then subordinated to the 
Northwest Group of Forces. These counterintelligence 
units conduct radio intercepts on medium- and short- 
wave frequencies. The material gathered is passed to 
Moscow daily. 


In response to a request from DIYENA to comment on 
the Latvian Republic Ministry of Defense document, 
Russian military people cited military secrecy. 


Status of Russian Forces in Latvia Reported 


934K0212A Riga PANORAMA LATVII in Russian 
No 8, 14 Jan 93 p 1 


[Press release of Ministry of Defense of the Republic of 
Latvia on Russian Forces in Latvia on | January 1993} 


[Text] Some 681 military units of the Russian Army are 
deployed in the Latvian Republic, occupying over 
70,000 hectares of Latvian territory. At the present time 
there are 27,000 personnel of the Russian Army in 
Latvia, including | 1,000 officers and warrant officers as 
well as 16,000 soldiers. 


1. The land forces consist of 6,600 military personnel 
(including 3,600 officers and warrant officers and 3,000 
soldiers). 


2. Naval forces consist of 11,000 military personnel 
(including 3,400 officers and ensigns and 7,600 seamen). 


3. The Air Force is represented by 7,500 military per- 
sonnel (including 3,200 officers and warrant officers, 
and 4,300 airmen). 


4. The Air “~ >ase Forces include 1,700 military per- 
sonnei (; 900 officers and warrant officers and 
700 so'd 


At the present time Russian forces have 29 T-72 tanks, 
73 BMP and BTR, 12 “Shilka” anti-aircraft installa- 
tions, 36 self-propelled howitzers and over 2,500 vari- 
ous-purpose vehicles, 30 “‘Mig-27” fighter-bombers, 20 
tactical bombers, 11 different kinds of transport aircraft, 
11 helicopters, and 12 submarines, 29 warships of var- 
ious types, and around 100 auxiliary vessels. Security, 
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intelligence, and counterintelligence services of the Rus- 
sian Army continue operating with impunity on the 
territory of the Latvian Republic which is evidenced by 
the presence of over 20 intelligence units on the territory 
of the Latvian Republic, including 11 in Riga and 
vicinity, three at Ventspils and vicinity, three at Liepaja 
and vicinity, as well as elsewhere. 


In the second half of last year the Russian Army vacated 
90 of the military facilities it occupied. In addition to 
that 50 were deactivated at the local level and the 
property of 15 military units sold illegally to commercial 
structures. This indicates that the Russian Army is 
regularly moving off the territory of Latvia but at the 
same time it is systematically violating conditions of the 
communique on withdrawal of forces adopted on | 
February 1992. Recruits are being illegally transferred to 
Latvia and violation of its air space continues. Civilian 
employees are recruited for military units from among 
the citizens of Latvia. Some 54 cases involving illegal 
transfer of additional contingents for the Russian Army 
were recorded in 1992 (2,630 military personnel), along 
with 392 air space violations, 38 violations of maritime 
navigation rules, as weil as 186 violations of railroad 
regulations and motor traffic rules. The Ministry of 
Defense regularly reports these violations to the Ministry 
of Foreign Affairs of Latvia which delivers notes to the 
Ministry of Foreign Affairs of Russia and the Embassy of 
Russia in Latvia. 


The 25th Motorized Infantry Brigade was formed ille- 
gally as of 1 January 1993 and includes three tank 
battalions, three artillery divisions as well as other units 
the appearance of which cannot be convincingly substan- 
tiated by the SZGV [North-Western Group of Troops] 
command. The formation and deployment of that bri- 
gade not far from Riga, as well as the large concentration 
of troops in Riga and its vicinity, in Liepaja and in 
Daugavpils constitute a permanent threat to the inde- 
pendence of the Latvian Republic and destabilize the 
political situation. 


The Ministry of Defense is not claiming to be accurate 
regarding the dates and figures pertaining to the state of 
the Russian forces in Latvia since this information was 
prepared on the basis of observations by regional ser- 
vices and also by the residents. Our information, how- 
ever, basically does not contradict a report of the SZGV 
commander, Colonel-General Leonid Mayorov, to the 
effect that prior to 18 December more than 40 percent of 
the troops deployed in the Baltic region have been 
withdrawn. A total of 7,000 units of military materiel 
and 170,000 small arms, all fighter aircraft, 70 percent of 
the radar equipment, and 80 percent of antiaircraft 
missile complexes were withdrawn from Latvia alone. 


Russia’s 25th Brigade Not on Alert 


934K0218C Riga THE BALTIC OBSERVER 
in English 29 Jan 93 pp 1, 11 


[Article by Nick Cabanov: “A Town of Sleeping Tanks’’} 
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[Text] Last week Latvia’s Deputy Defense Minister 
Valdis Pavlovskis and Chief Controller of the with- 
drawal of Russian troops Ilgonis Upmalis accused the 
Russian 25th brigade of hostile activity. They said that 
this unit, located in Dobele and Adazhi, is ready to 
attack Riga from two sides. Latvian officials reported 
that there are about 3,000 soldiers in this brigade, and 
battle technology from another garrison is being 
imported. 


The command of the 25th brigade invited Upmalis and 
some Latvian journalists to visit their garrison in Dobele 
to formulate less accusatory opinions. When we reached 
the 25th brigade, we found a snow-covered absence of 
human beings. We were met by Colonel Alexander 
Starchenko, sitting behind his desk under the Russian 
flag and map of Europe and Asia. 


“I have no reason and no opportunity to attack Riga,” he 
said. “There was a tank training division with three tank 
regiments. But now there is only one tank regiment. I 
don’t even have soldiers to serve as guards. There are 
only 100 soldiers and 400 officers in our brigade, but the 
Latvian press writes about a mythical three thousand!” 


“Our only task is the withdrawal of 29 tanks, three 
armed vehicles and 142 cars. But we don’t know where 
we shall go! If Latvia will help us build some garrisons in 
Russia, I will be ready to leave in a half year.” 


The local residents of Dobele have been quite hostile to 
this battalion, the colonel said. There have been several 
incidents with the guards, and some people have tried to 
steal ammunition from non-controlled army stores. One 
of three garrisons in Dobele was deprived of electricity 
that had been paid for by the brigade. For each officer’s 
child in the local kindergarten, the municipality asks 
50,000 Latvian rubles a year. 


It is also not true that the brigade is presently engaged in 
tank training, Starchenko said, since the area designated 
for this has been destroyed by local residents. 


A few minutes later Russian General Nickolai Tailakov, 
head of the withdrawal commission of the Northwest 
Army Group, joined the discussion. 


“The aim of this visit is the discreditation of rumors 
about the aggressiveness of Russian troops,” Tailakov 
said. ‘““My colleague, Mr. Upmalis, sees a ‘paper tiger’ in 
his dreams. I declare that the 25th Brigade, just as other 
Russian troops in Latvia, is only a unit preparing for 
withdrawal.” 


As we had our lunch in the officer’s club, Latvian 
officials arrived in Dobele. Upmalis demanded to see the 
tanks, so we went to another part of the garrison to see 
them, but first saw two armored vehicles (BTR-70S) 
covered by snow and also about 50 cars in very neglected 
condition. These machines, officers said, wili be 
destroyed in Leipaja in the spring. But the tanks are in 
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good condition. The commander of the tank battalion, 
Major Ivan Konstantinov led us into the shed where we 
saw all 29 tanks: T-72s. 


Upmalis was impressed and asked a lot of questions. The 
chief controller was seeing tanks for the first time in his 
life. His past employment had been as an electrician ina 
movie theater. Later he had been elected in a local 
municipality. 


So Upmalis counted all the tanks and the “inspection” 
was over. As a courtesy Tailakov offered him a seat in 
the tank driver’s chair, but Upmalis politely declined. 
Then the restless “experts” went to another company 
that turned out to be empty. All the journalists were 
released and we boarded our bus. On our return journey 
we saw the first Russian army’s sub-unit. Ten troops 
were accompanied by a sergeant, marching to the mess 
hall and singing, despite the snow, cold and frost. 


Jundzis on Problems of New Defense Forces 
93UN0637A Riga RIGAS BALSS in Latvian 7 Dec 92 
p4 


[Interview with Talavs Jundzis, Minister of Defense of 
the Republic of Latvia by Ivars Libietis: ‘Variegated 
Army is Born in Difficulties” 


[Text] When politicians become bored, they readily like to 
debate the question: does Latvia need an army? 


The very old folks, who still remember the Latvian army of 
the first independence years, critically eye the young men 
in their variegated uniforms and sigh nostalgically. 


Let’s take a look at our defense forces close up, overall, 
and from the inside. Such an opportunity is being pre- 
sented in an interview with the Minister of Defense of the 
Republic of Latvia, Talavs Jundzis. 


[Libietis} Mr. Minister, the people are calling the divi- 
sions under your control the Latvian army, while the 
administration and lawmakers are using a different 
name. Which do you prefer? 


[Jundzis] Yes, that is a vital question. We, myself 
included, would like to use the name - the Latvian army. 
And I think that this will happen, eventually; but mght 
now, the law refers to them as the defense forces. 
Discussing this matter from a theoretical point of view, it 
must be said that we are creating a rather unique defense 
structure, and for the time being, it would not be quite 
correct to call it an army. The main reason is that the 
basic function of our soldiers in the defense forces is to 
protect Latvia’s land, sea and air borders. Thus, we could 
say that each of our soldiers is also a borderguard, and 
conversely, we can cali the borderguards—soldiers. This 
is an Original concept, and yet is has been favorably 
received by the European nations, and viewed positively 
by NATO. Why did we select this variant? The answer is 
prosaic—to save the people’s money. 
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[Libietis] You said—protect the border. What about the 
intenor? 


[Jundzis}] Also the interior, and this, at the same time, 
involves the borderguards, as well as other types of 
soldiers. The total length of our land and sea border is 
about 2,000 kilometers. If we were to make that into a 
Straight line, then the distance would be greater than 
from Riga to Paris. The borderguards also control the 
interior, in addition to which we are simultaneously 
forming mobil units to cover the internal areas, if help is 
needed in one section or another. Mobile units are being 
formed in Suzos, on the approaches to Riga; and in the 
future, another such site will be Aluksne. 


[Libietis] What you have just said seems quite under- 
standable, from a visual point of view. Perhaps we could 
now allow ourselves a little theoretical digression: what 
is Latvia's defense proposal? 


[Jundzis) To give you a definition in a few words, the 
basic focus of the proposal is the protection of the 
nation’s borders and territory. That is the same as it is in 
most European countries. Of course, this also means that 
we will not allow our national territory to be used by 
some other nation, and thus we will not allow military 
bases of some other nation—neither Russian nor Euro- 
pean—into Latvia. With respect to foreign policy, our 
defense proposal anticipates active cooperation with all 
well-intentioned nations, and participation in the forma- 
tion of the European community security system. Thus, 
this is not a policy of neutrality, as we simply cannot 
allow that; we are a small and, in terms of material 
means, frugal nation, and only large and wealthy nations 
can afford to remain solitary and still guarantee their 
own safety. 


With respect to the proposal, | should also mention the 
makeup of the internal defense forces. Armed units, 
consisting of various structures, have been anticipated. 
One structure 1s the defense forces, another—the 
national guard, for which a very important role has been 
anticipated, and also the security forces and, in an 
emergency situation—the units of the Ministry of 
Internal Affairs. 


{Libietis} We hope for the best, but in real life, anything 
can happen. If a real threat does materialize, then we 
probably can’t only think about defense ... 


[Jundzis} Naturally, at the present time, we cannot call 
any specific nation our enemy, but our defense proposal 
contains the term “sources of threat”. One such source is 
represented by the internal forces within our own terri- 
tory, which do not approve of Latvia's independence. 
Another source of threat is represented by the unstable 
situation in the territory of the former USSR, especially 
in Russia. Right now we have several programs on how 
to act in a threatening situation, in combination with the 
securily services, national guard, and divisions of the 
Ministry of Internal Affairs. We have now started to 
develop a national defense plan, which will be confirmed 
by the newly elected National Defense Council. 
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[Libietis) | gather that in every one of your fields of 
activity, information plays an extremely import role. 
What is the present status of information collection? 
Haven't the specialized structures been overly frag- 
mented? Is the collected information being transferred 
quickly enough to one location and analyzed? 


[Jundzis} | think that the problems you mentioned are 
not the major ones. Naturally, | could hope for a greater 
compactness of information. These matters are being 
handled by the security services, Ministry of Internal 
Affairs, the respective divisions of the national guard, 
and the Ministry of Defense. The greatest problem is the 
lack of trained people. The people are learning on the 
job, and that is very difficult. In all other fields, we could 
find workers—doctors, lawyers, and other specialists, 
but in this field, we cannot use the former KGB, nor 
members of other special services, although they are 
recognized as professionals through the whole world. For 
instance, the KGB was one of the most powerful intelli- 
gence and counter-intelligence organizations in the first 
world threesome, together with the respective services 
from Israel and the United States. With great difficulty, 
we are forming our information gathering and analysis 
system. We hope that the collected information will 
become increasingly more complete, objective and qual- 
itative. 


[Libietis] | know approximately how much of the plan 
falls into your budget. I invite you to temporarily forget 
your money problems. Imagine that I have just arrived 
with a car load of money. How much do you need? 


[Jundzis] We would need 240 million until the end of the 
year. 


[Libietis} I don’t deal with such insignificant amounts. 
Tell me how much for the entire next year. Only, I would 
want to know how you are going to spend it. 


{Jundzis}] We would need about 6 billion rubles for the 
next year. If you were to give us this, then, hoping that 
there is a reasonable rise in inflation, we could establish 
the foundations for an air force and a naval force, and 
also develop the mobil units and inland borderguard. In 
addition, I would like to clarify that we have been able to 
arm the inland borderguard somewhat, at present, using 
infantry arms and supplying them with ammunition, but 
the situation with the air force is critical. Frankly 
speaking, there is no sense in protecting the inland area, 
if, for instance, we are unable to monitor the relocation 
of Russian army helicopters. As of October |, when we 
started monitoring, using the technical means we have 
available, more than 130 violations of Latvian air terri- 
tory by the Russian army were confirmed. There is talk 
of flights taking place without verbal contact nor permis- 
sion being requested. That is creating a threat to air 
traffic. We cannot monitor helicopters at all, because our 
radar systems do not operate at such low altitudes, and 
on the eastern border, the radar system capabilities, in 
and of themselves, are a major problem. I would like to 
work together with civil aviation services, creating a 
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radar system that could control our air borders and air 
space in a normal manner. If we had the money, then the 
next step would be—to create some sort of air defense 
system; either aircraft interceptors, or other arms sys- 
tems. It is essential to train people for air defense. We are 
apparently going to receive two aircraft, but in order to 
prepare two fliers in the month long course requires 
23,000 US dollars. 


We can continue the conversation by turning to naval 
forces. Right now, we have three patrol boats, and hope 
to expect help from the western countries in the near 
future—with six more. That will again require money for 
operating expenses and radar installations. Nevertheless, 
we have to think about this, and allocate the money. 


[Libietis] What do you think about the commanding 
staff in terms of their stance, knowledge and intelligence? 
What is the quality of training for the rank and file? 
What grade would a military inspector give? 


[Jundzis} Frankly speaking, the grade would not be high. 
Why? First of all, there is the appearance of the defense 
forces. We are as mottled as a woodpecker’s breast. Even 
now, the national guard uniforms can be confused with 
our uniforms, and this applies to the security service, as 
well. Recently, we placed an order with a factory, which 
would further increase this variegation: in order to help, 
we supplied the fabric. The manufacturers are ready to 
make everyone a handsome and regulation uniform, but 
again, we need the money. I hope that within the next 
year, we will be able to bring some order in this respect. 


The other thing is the stance of our young men. We are 
neglecting sports to a great extent, and the youth coming 
out of our schools are in poor physical condition, and 
even the higher level schools have done away with their 
military training departments. As a result, their stance is 
poor, and the level of their conduct is also not very high. 


With respect to officers. The Ministry has been in 
operation for one year and a few weeks. A corps of 
officers was also being formed during this period. I have 
great hopes for these officers, and we will most certainly 
turn them into true intellectuals and spiritually superior 
beings. It is anticipated that the competition for posi- 
tions of officer will be fierce, because the salaries will be 
very good, and the service conditions will also be very 
good, while the number of officers anticipated is small— 
only about one thousand people. 


[Libietis] We have bitter historical experience with what 
happens when three small nations start flaunting and 
acting c2pnciously. What are the relationships with our 
neighbors? 


[Jundzis] That is a vital question. I could go as far as to 
say that it is not worth our while to think about 
defending ourselves alone. We must be convinced that 
our neighbors are trustworthy and our borders safe. In 
1940, Latvia did not concern itself with securing its 
border with the USSR, and that is why the military 
agreement concluded with Estonia fell apart. We should 
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not be allowed to repeat past mistakes. There is good 
cooperation right now. If not every month, then at least 
every few months, there are various meetings. In the 
beginning of July of this year, in Parnu, we, the three 
ministers, concluded agreements on cooperation in the 
exchange of information, on the conformity of principles 
in the formation of defense forces, and coordination tn 
the area of training. I would even venture to say that our 
cooperation could be used as a model by the politicians. 


[Libietis} Do you think that it is essential for us to join 
some military association, such as NATO, for instance? 


{Jundzis] I already mentioned that it is impossible for a 
small nation to remain neutral, and that is why we must 
work together with NATO, and with the Western Euro- 
pean Alliance (which is a security structure). But NATO 
has already stated quite clearly that it will not be able to 
accept any more new members in the near future. At 
present, NATO has 16 member nations, while the 
number of those who want to join is much larger. | think 
that if Latvia was offered the opportunity to join NATO, 
we would be very glad to accept, but there is no such 
offer, and there will not be one in the very near future. 
However, NATO has formed the North Atlantic Coop- 
eration Council, which includes all of the nations that 
would like to join NATO, also including the three Baltic 
nations and Russia. Contacts are being made. | would 
just like to remind everyone that we cannot allow our- 
selves to make the mistake of waiting for someone else to 
think about our defense. Decide for yourself: does 
NATO need Latvia, which right now has a few thousand 
semi-uniformed and semi-armed soldiers? And why 
should the mothers of France or Germany send their 
sons to Latvia in the case of a military conflict, if we 
don’t know how to take care of our own defense? 
Naturally, we have to think about strengthening our own 
forces, so that later, we, too, could become members of 
the international peace forces. A few weeks ago, I met 
with a certain general from Luxembourg. The small 
nation, which has about 40,000 residents, has an army of 
1,000 men. He talked about his army so proudly, that | 
enjoyed listening to him. At this time, we have five times 
more soldiers, and yet it is the Luxembourg divisions, 
not ours, that are participating in the peace keeping 
mission in former Yugoslavia. That means that in the 
event of an emergency, UN forces would also provide 
help to Luxembourg. That is why I once again stress that 
every nation must first think about itself. Continuing on 
this topic, I will remind you that the Polish Minister of 
Defense, during a visit to Riga in September, said: 
“Seeing what you have accomplished in one year, makes 
Poland, as well as other countries, want to help Latvia. 
You are concerned about yourselves, and that’s why you 
are worth helping.” 


[Libietis] In accepting the position as Minister of 
Defense, you have taken upon yourself an incredibiy 
heavy burden. After spending one year on the job, do you 
regret leaving your origina! profession——the lega! profes- 
sion? How, in general, do you envision your future” 
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[Jundzis] You have proposed a very basic question. No, I 
have no regrets, and I even feel satisfaction that something, 
which is permanent, tangible, and maybe even lovable, has 
been accomplished. Yes, the major job has been done—the 
foundation is laid. In this respect, Mr. Godmanis helped a 
great deal, although I did criticize him in the beginning for 
stalling. Already in the Defense Commission, in the 
Supreme Council, we said that an army could be created, 
even if they were to be armed with canes. When the money 
is available, we could purchase the arms within a few days, 
but the structure would already be prepared, the people 
found. Time was wasted, and that’s why we are quite a bit 
behind Lithuania, although we have already caught up with 
Estonia. The administration supports us now, as much as 


possible. 


Speaking about the future, I must say that it is uncertain, 
in the same way as it is for any politician. What will 
happen in the future? I don’t know. If another, better 
minister is found, then I won't be able to remain and 
serve in the officers’ corps. I will have to think about 
returning to my original profession, although that will be 
very hard to do. But, nevertheless, whatever may happen 
in the future, I will remain satisfied about this period, 
throughout my life. 


Ivars Libietis interviewed the Minister. Photo by Girts 
Iimajs. 


Radioactivity Found in Oat Cereal 
934K0186B Riga DIYENA in Russian 20 Jan 93 p 8 


[Ineta Tomsone report: “Elevated Radicactivity Found 
in Oat Cereal’’} 


[Text] Riga, 19 January—The Salaspils nuclear research 
center has found elevated radioactivity in packaged oat 
cereal produced by the Herkules Company and solid in 
stores in Latvia. In isolated components of the cereal the 
radioactivity reached several thousand becquerels per 
kilogram, while under the standards in force in the Baltic 
states it should not exceed 250 becquerels, the director, 
Anton Lapenass, informed DIYENA. 


However, in the laboratories of the Herkules Company 
they reported that with the help of apparatus available to 
them no radioactivity had been detected in the oat 
cereal. Herkules experts doubted the correctness of the 
results of analyses done at the nuclear research center. 


Radiologist Edar Janovenko from the National Heaith 
Center was also surprised. Various foodstuffs are subjected 
to checks at the health center but up to now any radioac- 
tivity found above the permissible level has been insignifi- 
cant. 


The associates at the Salaspils center obtained these 
alarming results purely by chance: one of them decided 
to place a package of Herkules purchased in the store 
close to an instrument that measures radioactivity. The 
instrument gave a positive result. Then the associates at 
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the center decided to clarify the level of radioactivity in 
a kilogram of this widely used food product. 


Railroad Metal Theft Reaches 84 Tonnes 
934K0184B Riga DIYENA in Russian 22 Jan 93 p 6 


{Article by Aandris Metuzals and Karlis Serzhante: “*Last 
Year 84 Tonnes of Nonferrous Metals Were Stolen From 
the Railroads’’] 


{Text} Riga, 20 January—Last year on the railroads of 
Latvia alone thieves stole 84 tonnes of nonferrous metals 
worth a total of 38.87 million rubles [R], reported 
Aleksandr Polivanov, deputy chief of the electrotech- 
nical service of the state enterprise Latvijas Dzelzdejs. 
True, according to information from the transportation 
police, the damages amount to R24.92 million. They 
have managed to make reimbursement for little more 
than a half million rubles. 


Chief of the Riga criminal police department Ivan Rosh- 
chenkov said that the workers of the structures under 
him (the department was created in April of last year 
especially for uncovering thefts of nonferrous metals) 
had arrested 36 thieves of nonferrous metals and initi- 
ated 22 criminal cases, of which 19 had been closed. 


Workers of this department (10 people) have returned to 
state enterprises about 14 tonnes of various nonferrous 
metals worth a total of R12.5 million. Five procurement 
points for buying the stolen metals were closed down. 


Last year the railroad electrical supply network lost 
approximately 43 km of wire made of nonferrous metal. 
Since December, as the chief of the traffic department of 
the Latvijas Dzelzdejs state enterprise, Ariy Sinats, 
reported, nonferrous metal thieves found a new “‘field of 
activity’—in the area of the Zasulauks locomotive 
depot, they managed to disable 34 electric train cars, 
from which they removed the copper couplings between 
the cars and the wire. When the militia began to guard 
the depot the thieves moved to the railcar fleet, where in 
just one night they disabled seven cars. It will be neces- 
sary to call for help from the militia here too. 


But the most damage to the enterprise last year was caused 
by hooligans, who burned contact wires on the Jugla-Ropazi 
line, as a result of which the Latvijas Dzelzdejs enterprise 
had to write off as losses goods worth a total of R2.5 million. 
The line has not been repaired to this day, and it is not likely 
to be done in the near future. 


When giving the information to a DIYENA correspon- 
dent, A. Polivanov did not conceal his irritation about 
the fact that the power organs are unable to prevent the 
theft of nonferrous metals. He said that he could count 
on his fingers the days during the year when the police 
had not been informed of the theft of nonferrous metals. 
This is shown by the police statistics as well: During the 
year they have registered 477 thefts of metal from the 
railroad and only 10 percent of the cases have been 
investigated. As a result, the railroad workers have been 
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forced to replace copper rail couplings with iron ones, 
which have worse technical indicators. 


One can only be glad about the fact that the procurement 
points are not accepting rails yet, but it cannot be ruled 
out that the government inaction in this area could lead 
to a situation where electric trains will have to be 
replaced by diesels, which will make travel considerably 
more expensive. The thieves are technically very well 
equipped if they can cut hot contact wires. In A. Poli- 
vanov’s opinion, in order to put a stop to this theft, in the 
near future it will be necessary to adopt a law banning 
the purchase of nonferrous metals. 


I. Roshchenkov admitted that frequently enterprise workers 
participate in the theft of metals. Railroad workers have 
repeatedly been caught stealing. As another example he 
mentioned the case where a report was received from the 
electrical instrument plant about the theft of 1.5 tonnes of 
cadmium. During an inspection the metal, prepared for 
shipment, was discovered on the territory of the plant. In 
December they discovered the theft of a tonne of cobalt at 
the VEF plant, and there they also found the culprits, a 
guard worker and some broker from an exchange (also a 
former plant worker). The careless storage of the metal 
frequently contributes to the theft. I. Roshchenkov called 
the Riga electric light plant a real thief’s paradise. Millions 
worth of goods lie out in the open there. He mentioned a 
case last year when 700 kg of stolen nickel were returned 
after being confiscated in port from some Vietnamese. 


But as a result of another theft this metal disappeared from 
the plant again. The frequent changing of government 
decrees on nonferrous metals certainly does not make the 
work of the police any easier. “We are not living in the times 
of socialist management, and apparently private firms think 
that decisions of the minister of industry are not binding for 
them,” I. Roshchenkov summarized. 


LITHUANIA 


National Security Service Chief Interviewed 


93UN0659A Vilnius LIETUVOS RYTAS in Lithuanian 
16 Dec 92 pp 1-2 


[Interview with National Security Service chief Petras 
Plumpa by Ramune Sakalauskaite: “A Mysterious 
Agency: Security Without Guarantees, Suspiciousness 
Without Limits”} 


[Text] The letter written by A. Terleckas on | January 1990 
to V. Landsbergis contains these lines: “On 7 October 1988, 
almost secretly, you have raised the national flag in the 
tower of the Gediminas castle. Why did not you grant the 
right to raise our Tricolor to at least one former guerrilla, a 
concentration camp martyr, or a deportee who survived 
only thanks to a miracle? Why, for example, did not you 
give the right to raise the Tricolor to Petras Plumpa, who 
was imprisoned for a total of 15 years, of which 7 years were 
for raising the Tricolor above the Petrasiunai electric power 
plant on 16 February 1958?” 
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Lithuania heard P. Plumpa’s name again this summer, when 
the fourth prime minister recommended him for the post of 
general director of the National Security Service. For his 
work he receives a monthly salary of 1 1,900 coupons, which, 
in his view, is a very large sum. He resides in Turmiskes, in 
a two-room apartment. He would rather rent a room in the 
center of the city. His work day starts at 7 AM and ends at 
12:30 AM. Lithuania’s security chief has been hiding from 
journalists for a long time and maintains that he does not 
read newspapers (only a summary of newspaper, radio and 
television news, which is prepared by the department of 
information analysis and forecasting). He avoids contacts 
with the representatives of the press, but last week he agreed 
to have a conversation with a journalist from LIETUVOS 
RYTAS at his office. 


I would like to remind that the Parliament so far has not 
confirmed a concept of national security, a security 
service law for the Republic of Lithuania, or a concept of 
security service. A. Abisala’s Government merely con- 
firmed the provisional statutes of security service, which 
do not define the service's priorities. 


[Sakalauskaite] How many departments are there in the 
National Security Service and how much money are you 
getting from the budget? 


{Plumpa] The annual allotment was 15 million coupons. 
We need half a billion to get on our feet and to work well. 
The money is needed for the fight against organized 
crime, international terrorism, and foreign intelligence 
services inside the structures of the state of Lithuania 
and in the ministry. 


The plan outlining the structure of the National Security 
Service provides for the following departments: territo- 
rial, intelligence service, fight against terrorism, opera- 
tive-technical, investigation of organized crime and 
information gathering, information analysis and fore- 
casting, external observation, protection of secrets, 
archives, general, and finance accounting; five subdivi- 
sions and groups: personnel, investigation of crimes 
against the state, coordination of border defense, jurid- 
ical, secret correspondence; two bureaus: press and con- 
tacts with the public, and contacts with state agencies. 


{Sakalauskaite] The National Security Service has recently 
acquired an image of having become excessively politicized 
and of shadowing political opponents. Therefore, do you 
think that these subdivisions and the directions of activity 
that you mentioned would be the main ones? 


[Plumpa] There always were and always will be people who 
want to do nothing else but play politics and chase their 
opponents. But this is nonsense. This agency is being 
financed from Lithuania’s budget. The funds are contrib- 
uted by all the inhabitants of the country, by party repre- 
sentatives, non-party people, and people of any views and 
nationalities. They have the right to security. 


[Sakalauskaite] Is your service strong enough to protect 
the country’s inhabitants? 
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[Plumpa]} it should be able to do so. Therefore | am 
speaking about a structure that should exist. Our people 
should be stationed in all rayons. 


The National Security Service is receiving mountains of 
letters with complaints about the failures to observe the 
laws. The State Control Department alone has collected and 
submitted to the prosecutor's office several hundred cases, 
only three of which were examined. This means that a huge 
mechanism is turning with no results. Therefore we have 
proposed a merger of the working groups from the prosecu- 
tor’s office, state control and security service, which would 
fight against sabotage and enforce the observation of the 
laws. At the present time, the democratic process is under- 
stood as anarchy—one may disregard the laws. 


Until some mechanism will enforce the observation of 
the laws, democracy—the democratically adopted laws 
will not be strictly followed. 


Your newspapers are also indulging in many fantasies. 


{Sakalauskaite] Don’t you think that you also bear a part 
of the blame by not presenting sufficient information on 
which one could lean? 


[Plumpa] What does it mean to provide information? 
My job is to ensure that state policy is carried out. I am 
speaking about our projects only and it does not mean 
that this is the government policy. It changes with each 
change of the government. A state-level political 
thinking does not exist. Homo sovieticus must see his 
enemy, he cannot think otherwise and calculates math- 
ematically. It is a survival of the marxist, mathematical 
mentality. As soon as he starts thinking non- 
mathematically, this creates an immediate suspicion. 


[Sakalauskaite] To which group do you attribute yourself? 


[Plumpa] What does it mean to declare oneself? It is not 
a man’s clothes or his looks that must define him in the 
eyes of the public, but his position and his work. I give an 
account of myself when I go to confession. 


{Sakalauskaite] Do you have enough people in the rayons 
so that the system you have planned out could start 
functioning there? 


[Plumpa] No. Officially, our service has 191 people in 
Lithuania. The KGB had 3,000 in Vilnius alone. Now we 
have a single person for three rayons. What can they 
accomplish? In Visaginas, there is not a single person. We 
have information that strikes are being prepared there, there 
may be instances of sabotage. And what about the protec- 
tion of the power plant? We cannot assign someone to 
Visaginas, because we have no money. The protection of the 
power plant alone would require |5 million coupons. There 
are no reliable, honest people guarding the power plant. A 
local national defense service unit is active there, but we 
have received reports that it has been corrupted. An indi- 
vidual’s political views are unimportant to us. But where 
can we find people who could not be bribed? People who 
were not suborned by the KGB, cowed by threats, or who 
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did not climb the career ladder? Such people I can trust. And 
that is why I am choosing political prisoners. They have not 
betrayed me. 


[Sakalauskaite] You had mentioned that the changes of 
governments also resulted in the changing of the 
National Security Service chiefs, who in turn changed 
their personnel. You did the same thing when you came 
to lead the service. 


[Plumpa] The decisions on who should be dismissed were 
made by a service reorganization commission, which was 
composed of the former deputies of the Supreme Council. 
The LSSR KGB workers were dismissed. However, we gave 
employment to several party first secretaries. Quite recently 
we took on four KGB officers who had been discharged 
from A. Butkevicius ministry. There is a trial period before 
new workers are employed. We do not care about the cow, 
what matters is the milk it gives. Whether the man is reliable 
and honest, or not. We are getting complaints that we are 
hiring the wrong people. I do not intend to provide expla- 
nations about that. We shall report not to the party, but to 
the President. 


{Sakalauskaite] What was the National Security Service 
doing under your leadership during the recent three 
months? 


[Plumpa] Fighting organized crime, operative activity, 
gathering information. The President, the Government 
leaders and some members of the Parliament should 
know that. An accurate knowledge of funds, how much 
we allot for the struggle against organized crime, is an 
indication of our capacity. Therefore it would be unwise 
to publish such data in the press. 


[Sakalauskaite] I understand that state secrets exist. But 
perhaps not all the data are state secrets and some could 
be divulged? 


[Plumpa] In the future we will have a press and public 
relations office. You will submit your questions to it and 
you will receive the replies in writing. 


{Sakalauskaite] Why in writing? Why don’t you want to 
communicate with live journalists? 


{[Plumpa] Foreign intelligence agents are nowhere as 
numerous as in the periodicals. 


{Sakalauskaite] Can you support this with facts? 


[Plumpa] This would amount to divulging a state secret. We 
know a lot, but we cannot reveal everything. About the 
corruption in the ministries, the contacts with Russia, and 
why the litas was not introduced. Sometimes the Govern- 
ment seems strange to you, when it makes this or that 
incomprehensible step. It receives information from us. If 
the data that we give to the government would be also 
relayed to the court, two dangers would arise: the possibility 
that the charge would not be proven in court on the basis of 
the documents, and, secondly: to undermine the realization 
of the project. You would like to describe all that. The 
question arises if you want to increase your newspaper's 
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circulation, or if you belong to the agency of another state, 
which wants to know what we know. 


[Sakalauskaite] How does it seem to you? 


{Plumpa] It may be one and the other. How many people are 
working without knowing for whom they work. Did you 
come here on your own initiative or did someone send you? 


There are two armies that endanger Lithuania. They 
are—the foreign army equipped with weapons, and the 
very dangerous second army trying to penetrate itself 
into the economy, politics and parliaments. 


[Sakalauskaite] In the beginning you mentioned that 
workers of the National Security Service are taking part 
in various public events and collecting information. How 
many of your people are usually present at such events? 


[Plumpa] Again you want to know, how many? But is it 
you, or the agencies that are interested in such things? 
Your way of thinking is not mindful of the state. We 
were appointed to protect the state. The information that 
interests you, undermines the state. Therefore the curi- 
osity of the journalists is not useful to us. 


{Sakalauskaite] Do National Security Service workers 
listen on telephone conversations? 


{[Plumpa] Only with the permission of the general pros- 
ecutor. Before listening, we must present data showing 
that the people we are interested in are criminals. 


{Sakalauskaite] Could you tell us about your meeting 
with A. Brazauskas, who has temporarily assumed the 
President’s duties? Do you think that you will continue 
as the chief of the National Security Service? 


[Plumpa] Perhaps you should ask me first if I want to 
work. I came to this office not of my own free will. It was 
like joining a war. 


[Sakalauskaite] Do you regret having come to work here? 


{[Plumpa] I do not. This is not a hobby. Nobody likes 
going to war. People have asked me. 


[Sakalauskaite] Would you agree to remain as chief of 
the service? 


[Plumpa] Not really. If I will really see that there is no other 
way out or that nobody wants to take this post, or if there 
will be a threat of wrecking activities—only then. I want to 
do everything, and I told this to the President, that this 
service be headed by a civic-minded person who would 
protect the Constitution and adhere to its letter and spirit. 
Someone who would not change with the change of the 
Government and would be acceptable to all sides. His idol 
should be Lithuania. 


[Sakalauskaite] Do you know such a person? 
{[Plumpa] I do. 


[Sakalauskaite] Can you mention his name? Is he 
someone from your team? 
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{[Plumpa] | will not say. 


{Sakalauskaite] Has A. Brazauskas agreed with your 
proposal of a candidate? 


[Plumpa] Until now he has supported my candidacy. 


[Sakalauskaite] Has the provisional President shared 
some of his thoughts about the kind of a National 
Security Service he would like to see? Until the presiden- 
tial elections it will be subordinate to him. 


{[Plumpa] No, they do not have time to pay interest in 
such things. I heard that there is backstage activity aimed 
at replacing me with a functionary. A. Brazauskas is 
civic-minded. He is head and shoulders above the func- 
tionaries of the second or third rank. 


I proposed to A. Brazauskas that the Parliament guard 
department be merged with the National Security Ser- 
vice. Specialists visiting from Canada have offered to 
organize a course on how to fight terrorism for a fee of 
87,000 Canadian dollars. The guard department under 
A. Skucas has 600 men who can fight anyone. 


If the Parliament guard service will not be put under a 
civic-minded and very honest commander, then the 
police would like to digest it. 


[Sakalauskaite] When you became the leader of the 
National Security Service, did you stop your activity in 
the Organization of Political Prisoners and Deportees? 


[Plumpa] I have been and I remain a political prisoner. | 
am the eternal foe of your government. I have only 
stopped my activity in the Christian Democratic party. 


[Sakalauskaite] The readers are still interested in the 
mysterious story—when prime minister Abisala recom- 
mended you at the Supreme Council, you promptly 
disappeared for three days. Both the prime minister’s 
secretary and the housekeeper of A. Svarinskas, in whose 
apartment you resided at that time, organized a search 
for you. Could you tell us where you had disappeared? 


[Plumpa] The prime minister and B. Gajauskas did not 
come to a full agreement. When I asked if B. Gajauskas 
would agree, I was told that he was planning to remain in 
charge both of the provisional commission of the Supreme 
Council to investigate the KGB activity in Lithuania and of 
the national security service. I realized that I was treading 
on his heels, and so I retreated to my home. A. Abisala’s 
secretary and A. Svarinskas’ housekeeper do not have their 
own intelligence service. If they had joined forces and gotten 
hold of a driver, they would have easily found me at home 
in Kulautuva. 


[Sakalauskaite] How much longer do you intend to work 
as chief of the National Security Service? 


[Plumpa] A month, or perhaps a week. 
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Minister Assesses Lithuania’s Economic Situation 
934KO0211A Vilnius TIESA in Lithuanian 23 Jan 93 
pp I, 4 


(Interview with Lithuanian Economics Minister Julius 
Veselka, by Algirdas Strumskis: “It Is Tough, but the 
People of Lithuanian Will Not Perish’’] 


[Text] After the journalists’ meeting with the new min- 
ister of agriculture, Rimantas Karazija, I thought that he 
had received the worst inheritance. But the inheritance 
of Julius Veselka, minister of economics, is not better. 


We met at the end of the working day, the clock showed 
five thirty PM, and the ministry had already emptied on 
a Friday night. We could have a quite talk. 


[Strumskis] And so the first question to the minister: 
what is Lithuania’s economic situation? 


[Veselka] If 70 percent of Lithuania’s inhabitants require 
social welfare, it is clear what inheritance we have 
received! 


I do not know how many machinations were made, how 
much wealth has been parceled out, and how many were 
illegally excused from paying taxes—the Parliament and 
the Government should investigate this as quickly as 
possible. The statistics are as follows: industrial produc- 
tion has been declining since 1990. During the last year, 
51.6 percent less production was sold than during the 
same period of 1991, and 55.3 percent as compared with 
1989. If we are manufacturing goods which nobody 
needs and which cannot withstand competition, then it 
is even worse, because we are sinking into debt. Certain 
branches, e.g., the light industry, are still doing fairly 
well. 


There are still some things in the stores; although the 
situation is worse, we are still feeding ourselves. In 1992, 
as compared with 1989, 34 percent less of livestock and 
poultry was bought up, 42 percent less of milk, 37 
percent less of eggs. Almost everybody acknowledges 
that what was done in agriculture was worse than the 
collectivization. 


Retail trade declined by 51.4 percent during 1992, and 
by 68.4 percent as compared with 1989. We can all see it: 
there are neither goods nor buyers in the shops. It 
seemed that if we would free the prices, there would be 
more goods. But there are no goods. 


[Strumskis} And the goods are even worse... 


[Veselka] They are worse than before... I am not even 
mentioning the moribund construction projects. 


Let us make a comparison: In 1989 almost every family 
in Lithuania owned a refrigerator, each family had a 
black-and-white TV set, almost all families—a color TV 
and a vacuum cleaner. One had to wait 8-10 years for an 
apartment. Except for tangerines and bananas, there 
were sufficient food products in Lithuania. We had 
enough of our own light industry products, but we were 
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short of imported goods. If a person led a very austere 
life, he would be able to save enough to buy a car. Take 
away now from someone what he had in 1989 and see 
how much time it would take him now to earn all that? 
You will find out that most people can dream of 
acquiring these things before their death, after 15-20 
years. This is what we have inherited from the revolu- 
tionary reformers. Not a market economy, but a typical 
anarchical economy. I am not saying by any means that 
we lived well in 1989. Yes, the market presents the 
opportunities for a quick improvement of the economy 
and of the people’s lives. But only when the state ensues 
discipline, order, reasonable laws and their enforcement. 
But as soon as we try to overcome the anarchy, there is 
an immediate noise that we are renouncing the market. 


[Strumskis] The economists are claiming that we have 
arrived in 1973... 


[Veselka] The 1960’s, I think. 


[Strumskis] Perhaps privatization will save us? How do 
you evaluate the results of the privatization of state 


property? 


[Veselka] Here are the arithmetics: 130 billion coupons 
(talonas) worth of investment checks, all indexed, were 
distributed to the citizens of Lithuania. Fifty-five billion 
from this sum were used up, 75 billion unused checks 
still remain. 


The readers of TIESA know very well that I do not call 
this a genuine privatization. This is a new form of the 
redistribution of socialist property. The nation, to which 
formally the entire property belonged, was split up into 
groups, but again all the people remained owners. Those 
who launched this kind of a privatization failed to 
understand one important thing, namely, that a genuine 
owner either does or does not exist. An owner is not 
someone who has received property from the state area 
of change, but one who uses his mind and his qualifica- 
tions to earn money and then acquires property. He 
could be given certain privileges and advantages. If 
genuine owners exist, then the functions of the state in 
the regulation and even in the administration of the 
economy are minimal, because they are quite adequately 
performed by the owner. Nevertheless, state planning, 
forecasting (not giving directives!), helping the producer 
to orient himself both in the global and in the internal 
market are a must. 


And how was this done in Lithuania? We immediately 
started redistributing socialist property and although we 
still did not have owners, we renounced any regulatory 
functions for the state. This was the greatest mistake that 
led us to anarchy. Up to that point there were two 
economical models, which were confirmed by theory and 
practice: a strong owner, a liberal market, and a suffi- 
ciently centralized administration. 


The entire former Soviet Union took the wrong path. 
Without having created the institution of solid owners, 
the state liquidated any kind of regulation. At present 
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there is less regulation in Lithuania than in the countries 
where the market economy is firmly rooted. Perhaps, | 
say, we should go west as experts and teach them how to 
create a genuine market economy”! It is only a pity that 
we do not have money to fund our experts’ trips to the 
West... 


Meanwhile, China has chosen a more pragmatic variant: 
it is restoring the owner’s institution. As the private 
sector gets stronger, the state sector of the economy is 
liberalized more rapidly... 


[Strumskis] Does it mean that we, Lithuanians, have 
chosen a senseless variant? 


[Veselka] Yes, and although we named it shock therapy, 
it is really death therapy. Such an error of privatization 
has been committed by the earlier governments. 


{Strumskis] Now it is being proposed, with the support of 
some members of parliament, that, as privatization 
continues, state property should first go to the labor 
collectives. But can a large collective be a real manager of 
an enterprise? 


[Veselka] By distributing investment checks to all the 
citizens, the state has committed itself to the idea that 
everybody will be able to take part in the privatization of 
State property. That 1s, as long as they have investment 
checks. When we distributed the investment checks, 
everybody—both the members of the collective and the 
non-members—had equal rights. But we are disregarding 
this principle. 


We cannot relinquish the management of the enterprise 
to the collective. The capital must be managed by 
professional managers. Private capital that is managed 
by non-professionals may yield worse results than state 
capital managed by professionals. This is our guiding 
principle as we are improving the primary privatization 
law. 


If the intention is to make concessions to the collectives 
for political or ideological reasons, this can be accom- 
plished by means of privileged stocks. They create profit 
and must get bigger dividends. In its turn, the collective 
must compel the managers to administrate the enterprise 
efficiently. 


By improving privatization, we want to protect the right 
of the managers to administration and to create the 
conditions for the privatization of the enterprises from 
the outside. The ministry proposec this kind of a variant 
to the Parliament. 


[Strumskis] Are you proposing only the adoption of 
amendments to the primary privatization law? 


[Veselka] Yes. I think that it is impossible to pass a new 
privatization law until] we take care of those national 
communist investment checks. 


[Strumskis}] One weil-known manufacturer said some- 
thing like that during a discussion on privatization: “If 





FBIS-USR-93-019 
24 February 1993 


the racketeers are not shot on the spot, then the govern- 
ment will be swept away.” I have also heard similar 
categorical demands from the economists. What is your 
opinion? 


[ Veselka] We are in favor of anonymous auctions. But a! 
a time when it is difficult to enforce the legal system in 
Lithuania, it will be difficult to defend ourselves from 
the fury of the mafia and the rackets. But privatization 
should not be slowed down for this reason. 


The second point is of a psychological nature. The 
majority thinks that if someone has money, he is a 
mafioso. We might as well know that if we have chosen 
the market, then there will be people who have a lot of 
money. There are also those who do not have any. The 
largest stratum is in the middle. Of course, the checks 
that were distributed have helped certain strata to get 
rich. The investment checks were most favorable for the 
mafia, the rackets and the former nomenklatura. !t is the 
rightists who did them this favor and it is their misfor- 
tune that the nomenklatura has fooled them. On the 
other hand, I can see that the so-called rightists did not 
disappoint themselves either. Only the majority of the 
people of Lithuania were left cheated. They believed that 
by receiving the checks and getting back the right to the 
land and to the forests they would become very rich. But 
the majority found themselves at the edge of poverty 

Only free and harmonious work, rational and conscien- 
tious management of capital enriches the state and the 
people. 


{Strumskis] After the parliamentary elections voices 
were heard that the foreign countries have become 
“cooler” toward us. And I would like to ask how ready 
we are in Lithuania for the investment of foreign capiia!? 


[Veselka] | am in complete agreement with our compa- 
triot from the USA, V. Valatkaitis, who recently spoke 
on the KRANTAI TV program. We got too much 
involved in politics during the last two years, instead of 
preparing the Lithuanian economy for foreign capita! 
investments. 


Proposals by foreign investors are numerous and their 
number is not decreasing, although some people have 
been spreading fear that we will lose them when A. 
Brazauskas’ party comes to power. Capital 1s not inter- 
ested which party has won the elections. Capital wants to 
know if the economic and financial policy is properly 
run, if there is a possibility to recoup the invested money 
and to dispose of the profits freely. There are no brakes 
here. Unfortunately, the biggest brake is that unt:] now 
we have not prepared ourselves how to use foreign 
investments and to create favorable conditions for them. 
I fear that they might flow where the people are better 
prepared to welcome and to use them. 


What should be done? More and more frequentiy [ acar 
proposals by foreign experts to establish mivccd crter- 
prises in Lithuania; allegedly, this would be an caser and 
simpler procedure: the foreign firm invests ilo *e 
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production and becomes a partial owner of the enter- 
prise—owning 30 percent, 50 percent, and, if it so 
desires, 70 and even 100 percent of the shares. The 
government is already trying to embody this principle— 
it is reducing the red tape and removing the barriers. We 
need free trade relations with all the states, especially 
with the neighboring ones. Lithuania is a small market 
for the big capital. By investing funds here, foreign 
capital is looking for ways to enter the markets of the 
large countries. 


[Strumskis] Who will take over the functions of the 
Ministry for International Economic relations? 


[Veselka] Together with Foreign Minister P. Gylis and 
Industry and Trade Minister A. Sinevicius we agreed 
that the foreign investment policy would be transferred 
to the Ministry of Economics. During my conversation 
with a representative of the International Monetary 
Fund, I understood that the IMF is interested in macro- 
economic processes. Therefore I think that the Ministry 
of Economics should be the chief coordinator of the 
investments policy and of the relations with the IMF. 
Relations with the WOrld Bank, the Bank for European 
Reconstruction and Development, PHARE (Economic 
Program for the Baltic Countries) should be divided 
between the Foreign and the Finance ministries. 


In the Netherlands, for instance, the Ministry of Eco- 
nomics manages the planning of the entire economy and 
has its bodies in the municipalities. Planning there is not 
based on directives and the economy is regulated by 
three institutions: the Ministry of Finance, the Ministry 
of Economics, and the bank. I think that such a trium- 
virate might function in Lithuania as well: a Ministry of 
Finance that would dispose of the money, the Bank that 
would carry out the monetary policy, and the Ministry of 
Economics that would perform the functions of fore- 
casting and (non-directive) planning. Well-planned eco- 
nomic development, linked with investments, would 
eliminate the rushing around. 


Renouncing planning as a relic of the past is an attitude 
based on our provincialism and ignorance. In Germany, 
Holland and France, planning is valued as one of the 
most important economic functions. 
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[Strumskis] What are the problems with the introduction 
of the litas? 


[Veselka] Most of the top politicians and economists- 
academicians, professors guide themselves by the fol- 
lowing principle: we will stabilize the economy and then 
will introduce the litas. This is a fantasy. If states would 
be able to stabilize the economy without bank-issued 
banknotes and by using only the government coupons, 
they would have renounced long ago such expensive and 
dirty items as money. Therefore I declare myself in favor 
of the introduction of the litas. The litas currency is 
ready, millions in credits are lying in wait to stabilize the 
litas. All of this is frozen. The litas had to be introduced 
long ago, it must be done right now. Only when we have 
the litas, we will be able to talk about the stabilization of 
the economy. Those who argue that the introduction of 
the litas should be postponed are willy-nilly serving the 
mafia and various structures that want to get rich ille- 
gally; by the way, they have been getting rich for a long 
time. This is my opinion. If we keep postponing the 
introduction of the litas, we will be doing damage to the 
Lithuanian economy—consciously or unconsciously. 


A strong monetary unit—this is the highest form of 
social justice. I perfectly understand the bankers who 
would like to have a strong litas right away. But I cannot 
in any way approve it when they make a fetish out of the 
litas and are therefore ready to exhaust Lithuania’s 
economy and to impoverish the people. The litas will 
never be strong under such conditions. It is time to count 
the losses Lithuania incurred by introducing the coupons 
(talonas) and not the litas, and to measure how much the 
nation has suffered from the distorted talonas and the 
rates of other currencies. It is not V. Baldisis alone who 
decides if the litas is to be introduced; the Litas Com- 
mittee does it, too. If we need to change the Bank 
executives, let us first make sure if the new ones will be 
more competent. 


Of course, the present economic situation, a critical look 
at the reforms show where the Lithuanian economy 
really stands. But I have no doubts: whatever might has 
happen, Lithuanians will not perish. 














